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SECURITIES AND EXCHANGE COMMISSION
SEC FORM 17-A

ANNUAL REPORT PURSUANT TO SECTION 17 OF THE SECURITIES REGULATION CODE
AND SECTION 141 OF THE CORPORATION CODE OF THE PHILIPPINES.

1. For the calendar year ended December 31, 2006
2. SEC ldentification Number: 38683
3 BIR Tax Identification No.: 041-000-315-612

4, Exact name of registrant as specified in its charter :

THE PHILODRILL CORPORATION
5. Philippines 8. ._(SEC Use Only)
Province, Country or other  Indushy Classification Code
junisdiction of incorporation
or organization
7. 8th Floor, Quad Alpha Centrum, 125 Pioneer Street, Mandaluyong City 1550
Address of principal office Postal Code

8. {632) 631-8151/52
Registrant's telephone number, inciuding area code

9. Not Applicable

10.  Securities registered pursuant to Sections 8 and 12 of the SRC, or Sec. 4 and of the RSA
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Stock Exchange.
Yes [x] No []
12, Check whether the issuer

(@ hasfiled all reports required to be filed by Secion 11 of the SRC and SRC Rule
17 thereunder or Section 11 of the RSA and RSA Rule 11(a)-1 thereunder, and
Sections 26 and 141 of the Corporation Code of the Philippines during the
preceding 12 months (or for such shorter period that the registrant was required
to file such reports);

Yes [x] No [ ]

(b) has been subject o such filing requirements for the past 90 days.
Yes [x] Notf ]

13.  Aggregate market value of the voting stock held by
non-affifiates : P994,827,661.00

Documents incorporated by reference:

(1) The Company’s 2006 Audited Financial Statements
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PART 1 - BUSINESS AND GENERAL INFORMATION

ftem 1. Business
(a) Description of Business
(1} Business Development

The Philodrill Corporation (the *Company”) was incorporated in 1969, originally, with the pimary
purpose of engaging in ofl, gas and mineral exploration and development. In 1889, realizing the
need to balance the risk associated with its petroleum acfivities, the Company changed its primary
purpose (o that of a diversified holding company while retaining petroleum and mineral exploration
and development as one of its secondary purposes. Since then, the Company has maintained
investments in pelroleum exploration and production, financial services, property development,
mining and infrastructure development.

The Company’s active petroleumn projects cover production and exploration areas in offshore
Palawan and South Sulu Sea and onshore Mindoro under varicus Service Contracts (SC) and
(Geophysical Survey and Exploration Contracts (GSEC) with the Philippine government through the

Department of Energy (DOE).

tn the financial services sector, the Company is a 40% shareholder of Penta Capita! Investment
Corporation (Penta Capital}, an investment house. Penta Capital holds equity interest in several
companies such as, Penta Capital Finance Corporation, a finance company and quasi-bank
{98.75% owned), Penta Capital Holdings Corporation, an investment holding company (29.54%
owned), Penta Capital Realty Corporation (100% owned) and Intra-Invest Securities, Inc. (68.47%

owned).

in the mining sector, the Company holds minor equily interests in the following companies: Atlas
Consolidated Mining & Development Corporation.; Vulcan Industrial & Mining Corporation and

United Paragon Mining Corporation.
PETROLEUM PROJECTS

10  SERVICE CONTRACT NO. 6A (Octon)




ongoing Galoc development. A draft fam-in agreement was eventually prepared by Viiol and
submitted for review by the Octon consortium.

Even while awaiting the commencement of fam-in negotiations, Vitol already embarked on a
robust geophysical and geological (G&G) study of the Octon Field, which started with a prelimnary
review of the available data including an examination of the Octon cores stored at the Department
of Energy (DOE} Data Center, The core review is crucial as it is seen fo shed [ight on the
apparent failure of the Octon - 3 fo flow oil during tests despite the encouraging hydrocarben

indications from drilling and wireline logs.

In October 2006, Vilol reported the completion of their G&G studies including, among others, the
full 3D seismic data interpretation of the Octon structure, static and dynamic reservoir modeling,
advanced core studies, and well and facilites design for the Octon Field based on a single
directional well. They also commissioned an independent technical audit of their work to fim up
their reserves figures. Vitol undertook these activities at their sole cost of over $200,000.

The Vitol reservoir models point to a proven area, the North Octon, and an area of additional
potentiaf (South Octon). The field’s deterministic in-place volume, based on the models, is placed
at about 18 million barrels largely coming from the north block. Vitol is confident that an equal
amount of hydrocarbon-in-place can be contained in the south block. Based on the results of the
core studies, the Octon -3 area could also have an upside potential. All the areas examined are
also befieved to contain significant volumes of gas.

From their studies and models, Vitol identified different commercial options for the Octon Field, all
of which involve a joint Octon - Galoc development. Unfortunately, these oplions give preferential
advantage to the Galoc Field in terms of project start-up, development set-up, access to or use of
faciliies, services contracts (e.g. drilling rig) and payment of tariffs. Vito! also came up with an
estimated capital expenditure requirement for developing the field which was too expensive and
was considered unfavorable for a joint field development. Vitol, however, remains optimistic about
the potential for Octon development and is prepared to consider other feasible low-cost stand
alone options, such as jack-up and barge concept, dry wellhead, less dependence on flomlines,

among others.

2
In November 2006, Vitol submitted a revised farm-in proposal expressing their desirg te confinue X
to optimize Octon development options, and in tandem, to re-focus on exploration of other greas
outside of the Octon area and come up with a drilling prospect within a year's ﬁmg; “As of@d—
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December, the Octon consortium was still evaluating the menits of the revised Vilol famn-in
proposal.

20  SERVICE CONTRACT NO. 6 (Cadlao)

PHILODRILL resigned as operator of the Cadlao Block effective February 3, 2006. As a non-
voting carried interest party, PHILODRILL considered it inappropriate to remain as operator.
Oriental Pefroleum & Minerals Corp. (Oriental) with 55.0563% participating interest was eventually
designated as the new block operator.

As the new operator, Oriental continued promoting the block to potential partners. During the 3%
quarter of 2006, Oriental signed a confidentiality agreement with a potential farminee and
facilitated the data release for the latter’s technical and legal review of the Cadlao Block.

30  SERVICE CONTRACT NO. 6B (Bonita)

Negotiations between Basic Pefroleum and Minerals, Inc., now Forum Energy Philippines
Corporation (Forum), and the Bonita Consortium continued in 2006. Forum offered to conduct, at
their own expense, seismic and sub-surface studies o firm up the recoverable reserves estimate
and forecast potential production rates from the Bonita Field. The Bonita — 1 well, drilled in 1989,
flowed at a maximum rate of 1,077 barrels of oil per day during tests.

As of end-December 2006, the Baonita Consorium had yet to receive indications from Forum
whether they will proceed with their farm-n offer. Block operator PHILODRILL continued to

promote the area for possible farm-in.

40  SERVICE CONTRACT NO. 14 (Nido and Matinloc Production Blocks)

Operations Review

The combined ofl production from the Nido and Malinloc Fields totaled 181,401 bamels in 2006, a

decrease of 12.97% from the fiekds' combined output of 208,438 barrels in 2005. The sjgn

decrease was largely due to the shutdown of both fields during certain periods of the
operational constraints such as weather and dry docking of the transport vessel. _ﬁ 30,
2006, production operations al the Matinloc Field were temporarily suspended to pave:!he way 8
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2006 Crude Oil Production Summary

the rehabilitation of the mooering buoy; operations resumed on May 20, 2006. At the Nido Field,
operations were suspended in April and May due to the off-hiring of the chartered vessel pending
re-accreditation by the crude buyer. The steady decline of the Matinloc field also contributed to

the significant decrease in total production for the year.

(in barrels)
Nido Matinloc 2006 Total 2005 Total
January 12,507 5,920 18,427 27,628
February 14,965 3,252 18,217 12,690
March 11,087 4,873 15,960 8,005
April 0 0 0 23,294
May 0 5,072 5,072 24,490
June 14,288 8,906 23,194 23,026
July 13,909 5.400 19,309 9449
August _ 13,766 4,108 17,874 15,870
September 0 5,757 5757 5,185
October 14,016 5,674 19,690 25,864
November 12,401 7,050 19,451 21,629
December 12,678 5772 18,450 11,308
Tola 119,617 61,784 181,401 208,438

5

The consortium completed a total of nine (9) shipments from the two fields in 2006, all with
Piipinas Shell Petroleum Corporation (Shell) with whom the consortium signed another one-year
crude oil sales agreement up to November 2007. The consortium is committed to deliver to Shell
a nominated volume of 200,000 bb! of crude, subject to + 10% operational tolerance. The
consortium likewise renewed its contract for caniage with Delsan Shipping for the transport and
delivery of the Nido crude, co-terminus with the Shell sales agreement.

PHILODRILL continued the implementation of a number of projects aimed at increasing production
and mitigating operational hazards at the fields. Repair works on the platform deck and pipelines
were completed during the early part of the year. We pushed for the immediate com%!eﬁon o
fire detuge system upgrading at the Matinloc platform. At the Nido Field, a new three-phase pumg &
system will be instafled in an attempt fo stabilize production. Fabrication and installation. of thé
pump system will be completed before the end of 2007. PHILODRILL is §lso studigng the.

o
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passibility of putting the Pandan field back into production to make up for the steady deciine in the
Matinloc output.

Nido 1X1

In relation to the fam-in proposal made by Ferum Energy in October 2005 to conduct a detailed
study to validate the Nido 1X1 structure, PHILODRILL requested the DOE to have the Service
Contract 14 amended and the Nido Block re-configured to fadilitate finafization of Forum's farm-in
agreement. The DOE has yet (o act on the request.

In October 2006, PHILODRILL received another farm-in proposal for the possible dnilling and
development of the Nido 1X1 structure. Venturod, a start-up company, propased 1o carry the SC
14A consortium through a phased program of geophysical and geological studies, driling and
development of the Nido 1X1 structure, to be carved out from the SC 14-A (Nido Block). The
proposal was forwarded to the partners for review.

Philippines-Cities Service, Inc. drilled the Nido Complex 1X1 well in 1979, which flowed oit at up to
2,100 barrels of oil per day during tests. The feature has estimated oil reserves of between fwe to

eight million barrels,

50  SERVICE CONTRACT NO. 14 C-1 {(Galoc)

The year under review saw major positive developments conceming the Galoc Project  Block
operator Galoc Production Company (GPC) started the year with the opening of its Singapore
office on January 3, 2006. As the operations hub, most of the evaluation works, project tendering
processes and monitoring will originate from the GPC Singapore office.

One major milestone for the project was the approval by the Department of Energy (DOE) of the
Galoc Plan of Development (POD) for the project, which is anchored on a two horizontal well
development program, with a sub-sea tieback to a floating production and storage facifity.. On
March 15, 2006, the DOE gave a conditional approval of the POD, subject to the execution of an
extended production test (EPT) agreement between the DOE and GPC. A six-month EPT
agreement was submitted to and eventually approved by the DOE in August 2006, thus formally
completing the DOE's approval of the Galoc Project.  Additionally, the Departmegt of Environment

and Natural Resources though the Environmental Management Bureﬂi the
Environmental Compliance Certfficate to the Galoc Area Development Whl .!a ‘Covers,

Octon Field in Service Contract 6A,
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A new Joint Operating Agreement that will govem the SC 14C-1 Block affairs was also approved
and adopted by the consorum on September 12, 2008. Another important document, the Block C
Agreement that will define the distribution to all parties of the revenues from the Galoc field

production, was also approved and signed during the year.

For the most part of the second semester of 2006, GPC focused on reviewing tenders, negotiating
and awarding contracts for the various aspects of the Galoc Project, particularly for the drilling rig,
tubulars and sub-sea facilites and production/storage vessel. GPC signed a deal with Jet Drilling
for the use of the driliship *Energy Searcher” for the drilling of the initial two wells in the Galoc
Field. In addition, the operator awarded the well engineering, procurement and construction
contract to Advanced Well Technologies while the contract for the floating production, storage and
offloading vesse! was awanded to Rubicon Offshore for the “Rubicon Intrepid” tanker. As of end-
December 2006, GPC was finalizing the contract for instafiation of subsea equipment, mooring-

riser system and process equipment.

Development driling at the Galoc Field is expected to start in October 2007. - Each of the
contemplated horizontal well is expected to have a production capability of 15,000 barrels of oil per
day but GPC plans to control production rate to an initial production plateau of 17,500 BOPD for

the first 12 - 24 months. First oll is expected within the first quarter of 2008.
PHILODRILL holds a 6.398% camied participating interest on the Galoc Block.

6.0  SERVICE CONTRACT NO. 14 C-2 (West Linapacan)

In January 2006, Nido Petroleum expressed interest to famm-in into the Wes!t Linapacan Block by
submitting the terms of reference which would form the basis for the eventual execution of a fam-
in agreement. The West Linapacan consortium also received an expression of interest from
Framework Capital Solutions (Framework), a Singapore-based company acfing as amanger for a
multi-strategy US-based fund interested in investing in the re-development of the West Linapacan
Field. Framework had already started discussions with PNOC-EC, which also expressed interest

in participating in the project.

During negotiations with the consortium partners, Framework commissioned an iglependent study
fo evaluale the West Linapacan Field. However, due to the unfavorable refilis
Framework subsequently withdrew their farm-in ofter. &G




Recently, Pitkin Petroleum PLC and Pearl Oil Resources jointly submitted a farm-in proposal for
West Linapacan for them fo eam 70% participating inferest in exchange for a one well camy.
PHILODRILL as operator is negotiating for mutually acceptable fanm-in terms.

70  SERVICE CONTRACT NO. 41 (Sulu Sea)

In early 2006, the SC 41 Consortium received separate farm-in offers from Tap Oil of Australia,
Mitra Energy and Pearl Resources which are both based in Singapore, and Burgundy, a locat firm.
On the basis of their individual programs for the Sulu Sea Block, the consortium chose Tap Ol
because they offered the more robust work program.

Tap Oil initially offered fo pay 100% of the fammors’ share in a 300 sq. km. 3D seismic data
acquisition, processing and interpretation program, at an estimated cost of US$ 3M, and a ful
camry for an option well to eam 76% of the farmors’ equity. This will give Tap Oil about 58% equity
and the operatorship of the block. Other members of the consortium, including then block operator
Basic Petroleum, opted not to farm-down their equity. For its part, PHILODRILL offered to fam-
out part of its original 16.599% equity share in the block.

Tap Oil's entry into the Sulu Sea Block was formalized on June 23, 2006. Basic Petroleum (which
was later acquired by Forum Energy) eventually tumed over the operatorship of the block. As the
new operator, Tap Oil submitted the Contract Year 9 Work Program and Budget outlining the key
activities for Year 9, which included a prospectivity review of the whole block prior to the
contemplated 3D seismic data acquisition. They also starled evaluating submitted lenders from

different geophysical contractors.

In September, Forum Energy withdrew from the SC 41 consortium, with their entire interests
assigned fo Tap Oil. Philodrill now holds a 3.398% camied interest in the Sulu Sea Block.

The programmed 3D seismic survey, originally scheduled to commence by the end of January
2007, has been re-scheduled to commence in early March 2007. The survey area was increased
from 300 sq. km. to not less than 600 sg km, with Tap Oil fully funding the other camied parties’
share of the added costs consistent with the farm-in agreement.  With the change in the survey
schedule and coverage, the operator applied with the DOE for the extension of Contract Year 9 for
a period of 12 months ending on May 10, 2008 and a comesponding extension of the Contract
Year 10 until May 10, 2009.

8.0  SERVICE CONTRACT NO. 53 (Onshore Mindoro)




The DOE approved on February 22, 2006 the Participation Agreement (PA}, which PHILODRILL
executed with Laxmi Organic Industries Ltd. (Laani) in August 2005. Prior to the DOE approval of
the PA, PHILODRILL had secured the participation of Anglo Philippines Holdings and Basic
Consolidated to the extent of 5% and 3% inlerest, respectively. PHILODRILL retained the 22% of
the original 30% participating interest it eamed under the agreement.

Early last year, Laxmi embarked on a robust program starting with the retrieval of vintage eary
'80s seismic field data, the interpretation results of which are to be integrated with the results of
the ongoing geochemistry study of the area. The operator likewise acquired and interpreted
proprietary remote sensing data with the initial results used to design the geochemistry survey.
For the geochemistry program, Laxmi contracted Geo-Microbial Technologies (GMT), a company
based in Oklahoma, USA, to conduct extensive geochemical sampling in SC §3. The survey
commenced last October 22, 2006 and was temporarily suspended on December 13, 2006
pending the analyses results of the collected field samples. Around 2,015 soil samples were
collected in Areas A, B, C and D located in southwest Mindoro basin within the thrust belt area.
These samples are now being analyzed in the US using the proprietary Microbial Off Survey
Technique, developed by GMT for Phillips Petroleum more than 30 years ago and which has
gained relatively high global success rate in terms of commercial petroleum discoveries.

All of the abovementioned activities are part of the DOE-approved expanded G&G activities as
proposed by a prospective famminee, which is currently doing an in-depth review of the Onshore
Mindoro Biock.

90  SWAN BLOCK (Deepwater Northwest Palawan)

The DOE awarded Service Contract No. 58 - West Calamian Block to Philippine National Qil
Company - Explaration Corporation (PNOC-EC} in January 2006. The coniract covered the
southwestem half of the longpending SWAN Block application submitted to the DOE by
PHILODRILL on behalf of the SWAN Block Consorfium. The DOE had earlier awarded to PNOC-
EC the SC 57 — Calamian Block that covered the rest of the SWAN area.

As these events developed, the consortium had been in communication with the DOE expressing

its concem for the apparent inaction of the DOE on the application, including the consorfum’s

initiative to convert the GSEC application into a full SC application. The consortium also explored

the possibility of negoliating with PNOC-EC on the participation of the group in theig on of

the area, which PNOC-EC had tumed down. More recent communications from tﬂﬁ

sufficiently explain different unresolved issues, which the consortium oonhnmuslybas;Led for:
the
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decision of PNOC-EC to farm-out the two blocks to foreign firms given the peculiar circumstances
of the DOE's awarding of the contracts despite an earlier-fited application over the areas.

On November 28, 2006, the consortium wrote the DOE to ask for the consortium’s indusion as
carried pariners in the block, to be taken from the carried interest that PNOC-EC had negotiated
with their foreign partners. I relation thereto, a draft participation agreement with PNOC-EC had
been prepared and submitted to the SWAN Block consortium for review.

INVESTMENTS IN AFFILIATE

Penta Capital tnvestment Corporation (PCIC), where the company has a 40% equity interest,
posted a consofidated net income of P15.3 million in 2006, 5% higher than 2005 profit level. Gross
revenues increased to P82.5 million in 2006 from P73.1 million in 2005. Additional information is
also contained in Note 9 of the Report of the Independent Auditors.

The Company has NO direct equity interest in Penta Capital Finance Corporation and as such, NO
disclosure on its busiriess development was made.

NO bankruplcy, receivership or simitar proceeding has been filed by or against the Company
during the last three (3) years.

NO material recassification, merger, consolidation, or purchase/sale of a significant amount of
assets not in the ordinary course of business has been undertaken by the Company during the last

three (3) years.

{2) Business of issuer
(a) Description of Registrant

Products
Together with other participants, the Company (collectively referred to as "Contractor), entered
into several Service Contracts (SC) and Geophysical Survey and Exploration Contracts (GSEC)
with the Philippine Govemment through the Department of Energy, for the exploration,
development and exploitation of the contract areas situated mostly in offshore Pala oil
discoveries have been made. The aforementioned SCs and GSECs provide for%
work expenditure obligations and the drilling of a specified number of wells andsare eovered by
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operatiﬁg agreements which set forth the participating interests, rights and obligations of the
contractor.

The Company's share in the jointly controlled assets of the SCs and GSECs is included under the
“Wells, platforms and other facilities” and “Deferred oil exploration costs” accounts in the balance
sheets. The Company foflows full cost method of accounting for all exploration costs relating to
each SCIGSEC. These costs are defermed pending determination of whether the contract area
contains oil and gas in commercial quantities. The exploration costs relating to the SC/GSEC area
where oil and gas in commercial quantiies are discovered are subsequently capitaiized as "Welks,
platforms and other facilities™ shown under "Property and equipment” account in the balance sheet
upon commercial production. When the SC/GSEC is permanently abandoned or the Company has
withdrawn from the consortium, the related deferred oil exploration costs are written-off, Reserves
are estimated by reference to available reservoir and well information, including production and
pressure trends for producing reservoirs. All proven reserve estimates are subject to revision,
either upward or downward, based on new information, such as from development drilling and
production activities or from changes in economic factors, including product prices, contract terns
or development plans. As a field goes into production, the amount of proven reserves will be
subject to future revision once additional information becomes available. As those fieids are further
developed, new information may lead to revisions. Additional information required by Item 1 (2) (a)
is also contained on Note 3 to the Company’s 2006 Audited Financial Statements.

The Company's present revenues and production and related expenses are from certain areas of
SC 14 particutarly Nido and Matinloc. The crude oil revenues from these oilfields contributed about
93% of the total gross revenues. Information as to production volume follows (in bamels):

2006 2005
Nido 119,617 120,586
Matinloc 61,784 87,852
Total 181,401 208,438

The Company, as an investments hoding fimm, generates revenues from its investments by way of
dividends received from, and/or equitizable share in the eamings of investee companies. Equitized

eamings from affiiiates constituted about 3% of the total gross revenues. 3 >
g g Ei”m" 3R
Investee Companies E-":‘ﬁi“l — d‘___z’:q
N >2
o o~ Do
The Company is a 40% shareholder of Penta Capital Investment Corporaﬁd_p -(PCIS), Egg
investment house. Aside from investment banking and financial advisory senticgs, PCIC alsq £©
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11

specializes in providing securitization services, short-term bridge financing facilities and assistance
in raising working capital funds.

Additional Information:

3)

b)

d)

€)

Distribution Method of the Products or Service

The Company, as the lead operator of the SC14 consortium, is in-charge of the
sale, transfer and disposition of the oil produced from the Nido and Matinloc
oilfields. The oil produced and saved from these areas was sold exclusively under
contract to Pilipinas Shell Corporation. The proceeds from the sale of crude oil
were distributed by the operator to the different consortium members in

accordance with their respective participating interests.

Competitive Business Conditions and the Registrant’'s Competitive Position in
the Industry and Methods of Competition -

. b.1) Petroleum Revenue - the Company sold its share in the crude oil preduction

to Pilipinas Shell in 2006. There was no other local competitor.

b.2) Investment Income - not applicable because this is only passive income.

Dependence on One or a Few Major Cuslomers and Identffication of
Such -

c.1) Petroleum Revenue - the sole buyer of crude oil produced from Nido and
Matinloc oilfields in 2006 was Pilipinas Shell. :

¢.2) Investment Income - the Company’s equily share in affiliates’ earnings is
dependent on the financial performance of its investee company, Penta
Capita! Investment Corporation.

Transactions with andfor Dependence on Related Parties - the information
required is contained on Note 18 to the Company’s 2006 Audited Financial
Statements.

Patents, Trademarks, Licenses, Franchises, Concessions,
or Labor Contracts, including Ouration  -NONE




9)

h)

i)

Need for Any Govemmental Approval of Principal Products or Service — The
Company is a participant in various SCs and GSECs with the govemment through
the Department of Energy which provide for certain minimum work expenditure
obligations and driling of a specified number of wells and are covered by
operating agreements which set forth the participating interests, rights and
obligations of the Confractor.

Effect of Existing or Probable Govemmenta! Regulations on the Business -
Existing government regulations do not adversely affect the business of the

Company.

Estimate of Amount Spent for Research and Development

Activities — The Company incur expenses in the oil exploration projects wherein
the company is a participant, expense on the evaluation and studies on these
projects form part of deferred costs.

Costs and Effects of Compliance with Environmental Laws :
Compliance with the environmental laws has nol, and is not anticipated lo,
adversely affect the businesses and financial conditions of the Company. The
Company did not directly incur any expenses for such activities during the last
three (3) years. Any costs of compliance with environmental laws will either be
charged as ordinary operating expense or capitaized as part of project
investment.

Employees — As December 31, 2006, the Company has 25 employees. The
Company does not anticipate hiring additional employees within the ensuing
twelve (12) months.

Type of employee Exploration/ Finance/Admnistrafion/
Technical Legal/Stocks
Executive Officers - Administrative 2 3
Maragers - Technical/Operations 3 1
Rank and File - Clerical 5 11
Total 10 15




medical and other cash aid programs, bonuses, retirement, life/hospitalization
insurances and others). The Company will continue to provide for such benefits
within the ensuing twelve (12) months.

k) Mining and Qil Companies - In line with its previous primary business purpose,
now relained as one of its secondary purposes, the Company remains a
paricipant in certain petroleum exploration projects, The amount of the
Company’s interests in these contracls and a brief description of the areas and
status of works perfomed therein are provided in ltem 1 (a) above under the
heading "Petroleum Projects”.

ftem2  Properties

The information required by !lem 2 is contained in Note 8 fo the Company’s 2006 Audited
Financial Statements.

. The Company as a participant in Service Contract No. 14, reflects its proportionate share in the
cost of the production facilities of the Nido, Matinloc, North Matinloc and West Linapacan oilfields
under the “Wells, platforms and other facilities” account. These production facilities are located in
the offshore Palawan area, while the office condominium units, furnitures, and other equipments
are located at 125 Pioneer Street, Mandaluyong City. A mortgage participation indenture based
on the appraised value of the office condominium units amounting to about P74.416M as of
February 9, 2007, are used as collateral for some of the Company’s loans. There are no major
limitations on ownership or usage over these mortgaged propesties. These properties are in good
condition. The Company does not intend to make any substantial property acquisition in the next
twelve (12) months.

The Company's exploration properties, which are presented as deferred cil exploration and
development costs in the audited financial statements are presented below:

SC/GSEC No. Parficipating Interest | Defemred Costs
(in thousands)
SCEA (Octon) 43.33000% P 401,043 .
(SaddieRockEsperanza) | 43.33000 6158 Ko i i'f;
SCA41 (Suls Sea) 3.39800 146899 Ty _ < =2
GSECS8 (Onshore Mindoro) | 22.00000 8120tz 3 |28
Swan Block (NW Patawan) =%, =]||.28
Unified 32.97500 wufln o BE0
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SC6B (Bonita) 21.87500 12,710
Others 1,058
Total P 807,168

ftem 3. Legal Proceedings

There is no pending litigation or claim by or against, nor any contingent liability of nor any
judgment or settiement rendered by any government agency or any other party either in favor of or
againsi, the Company.

item 4. Submission of Matters to a Vote of Security Holders

There were no matters submitted o a vote of security holders during the fourth quarter of the fiscal
year covered by this report.

PART [I - OPERATIONAL AND FINANCIAL INFORMATION

ftem 5. Market for Registrant's Common Equity and Related
Stockholders Matters

(a) Market Price of and Dividends on Registrant's Common Equity and Related Stockholder
Matters

(1} Market Information
The Company's shares are listed and traded in the Philippine Stock Exchange. The high and low

sale price of the Company’s shares for each quarter during the last two (2} years 2006 and 2005
and the first quarter of the cument year 2007, expressed in Philippine Pesos, are as follows:

‘—“I
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Stock Prices:
High Low
2007 {new par PO.01) First Quarter P0.014 P0.0t1

2006 {old par P1.00) __| Frst Qroarter 0560 ?ﬁr—- 3?3
- Second Quarter 1.760 e . | P2y
Third Quarter 1400 0% L= =
Fourh Quarter 1.040 0300, t_azg
2005 (old par P1.00) | First Quarter 0.540 0. =
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Second Quarter 0.380 0.210
Thind Quarter 0470 0.280
Fourth Quarter 0440 0.340

(2) Holders

There were 10,587 shareholders of recond as of December 31, 2006. Common shares outstanding
as of December 31, 2006 totaled 153,494 401,600 shares.

On November 29, 2006, SEC approved the Company’s amendment of its Articles of Incorporation
to declassify its shares of stock and to change the par value of the Company's shares of stock
from P1.00/share to P0.01/share. Prior to the amendment, the Company had two dlasses of
shares that enjoy the same rights and privileges except that Class A shares shall be issued solely
to Philippine nationals while Class B shares maybe issued to either Philippine or foreign nationals.
SEC approved the last registration of the capital stock filed on January 27, 1994.

Top 20 stockholders as of December 31, 2006 (new par value - PO.1):

NAME NO. OF SHARES HELD % TO TOTAL

1. NATIONAL BOOKSTORE, INC. 26,652,622,300 17.3639
-2. VULCAN INDUSTRIAL & MINING CORP. 16,588,287,200 10.8071

3. ALAKOR CORPORATION 5,145,990,400 3.3526

4. PHILIPPINE OVERSEAS TELECOMMS. 2,423,438,700 1.5788

5. ALAKOR SECURITIES CORPORATION 2422303 400 1.5781

6. TRAFALGAR HOLDINGS PHILS,, INC. 1,474,082 100 0.9603

7. WEALTH SECURITIES, INC. 958 490,700 0.6244

8. TERESITA DELA CRUZ 662,173,400 0.4314

9. HENRY A. BRIMO 601,335,300 0.3918

10. ALSONS CONSOLIDATED RESOURCES 566,720,000 0.3692

11, CONRADQ S. CHUA 490,565,200 0.3196

12. RCBC TA# 72-230-8 385,482,500 0.2511

13. ANG NGO CHIDNG 364,311,200 0.2373

14. NICASIO ALCANTARA 383,200,000 0.2368

15. ALBERT AWAD 351,562,000 0.2290

16. RCBC TA# 32-3144 336,882 100 02195

17. ALBERTO MENDQZA &/0R JEANIE 317,910,400 0.207

MENDOZA
18. CUALOPING SECURITIES CORP. 269,555,100 0. <
19. CHRISTINE CHUA 254,097,100 0xpso e~ 2 ot
20. JOSE CHAN MAN CHUAN 228 583 400 0.’;'@.'#,3‘ : = g
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(3) Dividends

NO dividends were declared during the last two (2) years 2005 and 2006 and the first quarter of
the current year 2007.

The Company’s ability to declare and pay dividends is restricted by the availability of funds and the
provision of existing loan agreements.

{4) Recent Sales of Unregistered Securities

NO unregistered securities were sold during the past three (3) years. All of the Company's issued
and outstanding shares of stock are duly registered in accordance with the provisions of the SRC.
(a) Securities Sold - not applicable; NO securities were sold
(b) Underwriters and Other Purchases — not applicable; NO securities were sold
(c) Consideration - not applicable; NO securiies were sold
(d) Exemption from Registration Claimed - not applicable; NO securities were sold.

item 6. Management’s Discussion and Analysis or Plan of Operation.
{a) Management's Discussion and Analysis or Plan of Operation
{1) Plan of Operation

(A}  The Company expects to be able to satisfy its working capitat requirements for the next
twelve (12) months. Should the Company’s cash position be not sufficient lo mee! current
requirements, the Company may consider;

(i) Cofecting a portion of Accounts Receivables as of December 31, 2006; or,
(i) Selling a portion of its existing investments and/or assets ;
(iii) Generating cash from loans and advances.

(B) The Company continues fo consider farm-n proposals from local and foreign oil
companies which have offered to undertake additional exploration/development work and
implement production enhancement measures at no cost to the Filipino companjes-ig »
exchange for equity in the projects that they will be involved in. : 5

(C)  The Company does not expect to make any significant purchase or sale ok :.
equipment within the next twelve (12) months. T
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(D)  The Company does not expect any significant change in the number of its employees in
the next tweive (12) months.

(2) Mzanagement’s Discussion and Analysis

Financial highlights for the years 2006 and 2005 are presented below:

{in housands of pesos)
2008 2005

Pefroleum Revenues 147,043 78,739
Investment Income 5,797 38,282
Interest Income 5,748 9,591
Net Incorme (Loss) (175,766) 2,745
Total Assets 1,552.453 2,293,019
Net Worth 1,375,006 1,796,124
issued & Subscribed Capital 1,534,944 1,534 944

The top five (5) key performance indicators of the Company are as follows:

Dec. 31, 2006 Dec. 31, 2005
Current Ratio 0.74: 1 0.36:1
Current Assels 131,245,444 177,005,578
Cumrent Libilities 176,403,928 496,234,778
Debt to Equily Rafo 0.93:1 0.28:7
Total Liabiliies 177,447,064 436,804,593
Slockholders Equity 1.375,005,958 1,795,124,094
Equity to Debt Rafio - 775:1 361: 1
Stockholders Equity 1,375,005,958 1,796,124,004
Told Liabfites 177447 064 496,894,593
Book Value per Share 0.00896 {new par) 1.17018 (aid par)
Stockhaders Equily 1,375,005 958 1,796,124,094
Average shares outstanding 153,494,401,600 1,534,944,016
Income (Loss) per Share {0.00115) {new par) 0.00179 (& S
Net income (Loss) ( 175.766,114) i, > L
Averaga shares outstanding 153,494.401,600 1.5%4016 + 232
'—. g \ c?. 3:
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Current Ratio increased to 0.74:1 as of December 31, 2006 from 0.36:1 as of December 31, 2005.
The Company's current liabilities exceeded its current assets by P45.2 million as of December 31,
2006 and P319.2 million as of December 31, 2005 However, a porfion of the “Investments®
account in the balance sheet, consists of shares of stock which are listed with the Philippine Stock
Exchange and which could be sold to meet the Company's obligations as might be calied for by
future circumstances. These shares of stock have an aggregate market value of P111.9 million as
of December 31, 2006 and P243.4 milion as of December 31, 2005. If these shares would be
considered part of Curent Assets, the recomputed current ratio would be 1.38:1 as of December
34, 2006 and 0.85:1 as of December 31, 2005.

The Company has NO majority-owned subsidiaries and as such, NO disclosure on performance
indicalors was made.

)] Trends, events or uncertainies that have or are reasonably likely to have a material
impact on the Company’s shori-term or {ong-term liquidity, the information required by
this item is contained in Note 2 to the Company’s Audited Financial Statements.

(M  The Company's internal source of liquidity comes from revenues generated from
operations. The Company's extemal sources of liquidity come from slock
subscriptions, loans and advances.

(i)  The Company is expected to contribute its share in the exploration and development
expenditures in the SCs and GSECs. However, most of the funding for such
expenditures is expected fo be provided by potential farminees to these projects.

(v)  Trends, events or uncertainties that have had or reasonably expected to have a
material impact on the revenues or income from continuing operations, the information
required by this item is contained in Notes 2, 13 and 15 to the Company’s 2006
Audited Financial Statements. :

(v) There have been no materia! changes from period o period in one or more (ine tems
of the Company's financial statements, except those discussed below:

a) Total assets decreased from P2.3 billion as of year-end 2005 to P1.5 billion as of’
year-end 2006. . (ﬂr&
- Cash account decreased by P3.4 million or 40% from A7 Billion asq 2
=2
xr

December 31, 2005 to P52 milion as of Decembersfi;\008; the 32
decrease was due to the payment of certain accounts.  =.2¢+, S z i
" @ o e
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- Receivables and Advances to related companies decreased by P21.4
million or 21% and P31.3 miflion or 47%, respectively due to collection of
accounts.

- Crude of inventory increased by P10.4 million or 535% due to higher ievel
of inventory as of year-end 2006.

- Other current assets decreased by P0.03 million or 19% due to the lower
level of office supplies inventory as of December 31, 2006.

- Investments in associates decreased by P726.1 milion or 78% due to the
Company's sale of EPHI holdings.

- Property and equipment decreased by P15.1 milion or 5% due to
adjustments booked during the year.

- Available-for-sale investments increased by P43.6 million or 52% due fo
the adjustment on the valuation reserve pertaining to the listed stock
investments of the Company.

- Investment property decreased by P0.2 million or 50% due to
depreciation booked during the year.

- Other non-curent assets increased by P1.0 milfion or 1524% due to the
coliection of accrued interest receivable on advances to related
companies.

b) Total current liabilities decreased from P486.2 million in 2005 to P176.4 million in
20086.

- Loans payable and current portion of long-term debt decreased by P6.8
milion or 24% and P4.3 million or 5%, respectively, mainly due to the
amortizations paid during the year.

- Trade and other payables and Advances from relaled companies
decreased by P87.2 milion or 74% and P222.1 milion or 86%,
respectively, mainly due to settlement of some accounts.

- Additionaf information is also contained in Notes 14 and 18 of the Report
of the Independent Auditors.

- Income tax payable increased by P0.6 million or 112% due to higher level
of income subjected to minimum corporate income tax (MCIT).

- Pension liability increased by P0.4 milion or 58% due to accrual of

additional liability as of year-end of 2006. % f“‘&%
» 2
c) Stockholders' equity decreased by P421.3 million or 24%. Wo . S2

=
- Subscribed capital stock decreased by P45.6 milion or 863Edie &
issuance of shares an fully paid subscriptions. T ?




- Subscriptions receivable decreased by P0.9 million or 45% due to
collections made during the year.

- Share in associate’s revaluation increment totaling to P294.9 million was
debited due to the Company's sale of EPHI holdings.

- Retained eamings decreased by P176.0 million due to the net loss
booked for the year 2006.

d) Gross revenues in 2006 fotaled P164.3 million compared to P133.5 milion in

2005. The increase in revenues in 2006 was accounted for mainly by the higher
income from petroleum operations which was up by P68.3 million or 87%. The
increase was caused primarily by the higher crude prices in 2006. The average
price per bamel in 2006 was US$ 55.91 as compared to US$ 45.56 in 2005.
Equity in net eamings of associates decreased by P32.5 million or 85% due lo the
lower level of income of the associates. Interest income and miscellaneous
income decreased by P3.8 million or 40% and P1.0 million or 33%, respectively.

Total costs and expenses in 2006 increased by P207.4 million or 159%. The
increase was due mainly 1o the P194.9 million loss mainly on disposal of the EPHI
investment bocked in 2006. Share in costs and operating increased by P35.9
million or 67% due to higher leve! of production costs. Interest and financing
charges decreased by P25.6 million or 53% due to lower level of bomowings.
General and administrative expenses increased by P6.8 million or 30%, mainly
due to the provision for doubtful accounts booked as of year-end of 2006. There
was no provision for probable loss on deferred oil exploration and development
charges booked in 2006.

(v}  There have been no seasonal aspects that had material eflect on the financial
condition or results of operations of the Company.

(vi)  There are NO evenis that will trigger direct or contingent financia! obligation that &
materiat to the Company, including any default or acceleration of an obligation.

(vil) There are NO matenial off-balance sheet transactions, amangements, obfigations
(including contingent obfigations), and other relationships of the Company with

unconsolidated entities or other persons created during the reporting period. >
| d
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No inferim financial statements are included in this report.

Item 7. Financial Statements

The 2006 Audited Financial Statements of the Company is incorporated herein by reference. The
schedules listed in the accompanying Index to Supplementary Schedules are filed as part of this
Form 17-A.

Item 8. Information on Independent Accountant and other Related Matters

Information on Independent Accountant The accounting firm of Sycip, Gores, Velayo and
Company (SGV) with address at 6760 Ayala Avenue, Makati City was appainied as the extemal
auditor of the Company in the 2005 and 2006 annual stockholders’ meeting.

External Audit Fees and Services. The fees of the extemal auditor in the past two (2) years are
as follows: '

Year Audit & Audit Related Fees | Tax Fees Qther Fees
2006 £400,000 0 0
2005 P450,000 - 0

For the past two (2) years, the Company has not engaged the services of SGV except for the audit
and review of the annual financial statements in connection with statutory and regulatory filings for
years 2006 and 2005. The amounts under the caption "Audil and Audit Related Fees® for the
years 2006 and 2005 pertain to these services. The Audit Committee has an existing policy, which
prohibits the Company from engaging the independent accountant to provide services that may
adversely impact their independence, including those expressly prohibited by SEC regulations.

Changes in and Disagreements With Accountants on Accounting and Financial Disclosure.
There have been NO changes in and disagreements with accountants on any matter of accounting
principles or practices, financial statement disclosures, or auditing scope or procedure.

The Company did NOT engage any new independent accountant, as either principal accountant to
audit the Company’s financial statements or as an independent accountant on whom the prin CiQAk
accountant has expressed or is expected to express reliance in its report regarding a gefffjcant;

subsidiary, during the two most recent fiscal years or any subsequent interim period. gg-_ Zd
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NO independent accountant engaged by the Company as principal accountant, or an independent
accountant expressed reliance on its report regarding a significant subsidiary, has resigned, or has
dedlined to stand for re-election after completion of the cumrent audit, or was dismissed.

The Audit Committee reviews and recommends to the Board and stockholders the appointment of
the extemal auditor and the fixing of the audit fees for the Company. For year 2007, SGV will be
recommended for appointment as external auditors during the stockhoiders’ meeting.

PART Il - CONTROL AND COMPENSATION INFORMATION

item 9. Directors and Executive Officers of the Registrant

(a) Directors, Executive Officers Promoters and Control Persons

(1) Identify Directors and Executive Officers

(A)  Names and Ages of all Directors and Executive Officers

Names Age Citzenship | Position Perlod of service
From To
Alfredo C. Ramos [i¢] Fllipino Chzirman of the Board | 1992 Present
President
1989 Present
Nicasio . Alcantara 64 Flipino Diractor 1991 2005
Independent Director | 2005 Present
Waller W. Brown 67 Filtping Diractor 2009 Present
Christopher M. Gotanco 57 Filipino Director 2005 Present
Hanorio A. Poblador T 80 Flipino Director 192 2001
Independent Director | 2002 Present
Presentacion S. Ramos 64 Filipino Director 1997 Present
Augussio B. Sunico 73 Hiipino Director 1984 Present
" Adiian 5. Ramos 2 Filiping Director Jan 2006 Present
Francisco A, Navamo 64 Filipine Dirsctor Ma 2006 Present
Exec. Vics Pres. 2005 Present
Reynaldo E. Nazarea % Fipno Treasurer 2005 Prasent
VP-Admin. 1987 >
Alessandr O, Sates ) Flipino VP Explaration 05 ﬁ%ﬁ
Adiian 5 Arizs M Flipino Corporate Secretary | 1007 = & Rmﬂ;%i
T 2] ?“{5
The Company's independent directors are Messrs.Honorio A. Poblador |1l and Nicagio 1. Al 20
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(B)  Positions and offices that each person named above held with the Company

Mr. Atfredo C. Ramos has been the President and Chairman of the Board of the Company since
December 1992.

Or. Walter W. Brown was elecled director in 2003,
Mr. Christopher M. Gotanco was elected director in 2005.
Ms. Presentacion S. Ramos has been a director since 1997,

Atty. Augusto B. Sunico has been a Director since October 1989, He retired as EVP & Treasurer in
April 30, 2005.

Mr. Nicasio | Alcantara has been a director of the Company since 1991 and was elected.
independent director in 2005. Mr. Alcantara has served as a director and/or officer in the following
companies: Conal Camoration; Alsons Insurance Brokers Corporation; Sarangani Agricultural Co.,
inc.; Alsons Aquaculture Corporation; Aquasur Resources Corporation; Finfish Hatcheries, Inc.;
Buayan Cattle Co., Inc.; Alsons Development & Investment Comoration; Alsons |.and Corporation;
Lima Land, Inc.; C. Alcantara & Sons, Inc. and Refractories Corp. of the Philipines. Mr. Alcantara
has possessed all the qualifications and none of the disqualifications as an independent director
since his election as such in 2005.

Mr. Honorio A. Poblador |l has been a director of the Company since 1992 and was elecled
independent director in 2002. Mr. Poblador has served as a direclor andfor officer in the foliowing
companies: Phil. Overseas Telecommunications Com.; Alsons Consofidated Resources, Inc.;
Elnor Investment Co., Inc. and Philcomsat. Mr. Poblador has possessed all the qualifications. and
none of the disqualifications as an independent director since his efection as such in 2002.

Mr. Adrian. S. Ramos was elected director on January 18, 2006 to replace Mr, Gerard H. Brimo
who resigned as director.

2005 and has headed the company’s exploration division since 1986. BT — ¢
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Mr. Reynaldo E. Nazarea became the company’s Treasurer on May 1, 2005. He has been the
company’s Vice President for Finance and Administration since 1987.

Mr. Alessandro O. Sales became the Vice President for Exploration in July 2005.

Alty. Adrian S. Arias has been the company’s Corporate Secretary since 1992.

(C}  Term of Office as Director and Period of Service

The Directors of the Company are elected at the annual stockholders’ meeting to hold office until
the next succeeding annual meeting and until their respective successors have been elected and
qualified. Officers are appointed or elected annually by the Board of Direcfors during its
organizational meeting following the Annual Meeting of Stockholders, each to hold office until the
comesponding meeting of the Board of Directors in the next year or until a successor shall have
been elected, appointed or shall have qualified, in accordance with the Company’s By Laws.

(D)  Business experience of directors/officers during the past five (5) years

Mr. Alfredo C. Ramos is the Chairman of the Board and President/Chief Executive Officer of the
Company. For the past five (5) years, he has served as a director anfor executive officer, and
maintained business interests in companies involved in printing, publication, sale and distribution
of books, magazines and other printed media, transportation, financial services, infrastructure, oil
and gas exploration, mining, property development, shopping center, department store, gaming
and retail, among others, In addition to the reporting companies listed in ltem € (a) (i) (E}, where
Mr. Ramos serves as a director, he is also affiliated as a director and/or officer of the following
companies:

Alakor Corporation National Book Store, Inc.
Metro Rail Transit Corporation, Ltd. Metro Rail Transit Corporation
MRT Holdings, Inc. MRT Development Corporation
Shangri-La Plaza Corporation

Mr. Nicasio I. Alcantara is an Independent Director of the Company. For the ZastiNedajvedithe

has served as a director and/or executive officers and maintained business 6 .‘

involved in cement, power and energy, financial services, agriculture ant n?

among others. In addition to the reporting companies listed in llem 9 (:5 ?{) (E)"Whe% %
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Alcantara serves as a director, he is also affiiated as a director and/or officer of the following
companies;

Sarangani Agricultural Co., inc. Alsons Aquaculture Corporation

Finfish Hatcheries, Inc. Aqua Sur Resources Development Corp.
Buayan Catfle Co., Inc. Alsons Cevelopment & Investment, Inc,
Alsons Insurance Brokers Corporation  Alsons Land Corporation

Conal Corporation Lima Land, inc.

C. Alcantara & Sons, Inc. Refractories Corp. of the Phils.

Dr. Walter W. Brown is a Director of the company. For the past five {5) years, he has served as
director/executive officer/consultant o companies involved in mining, petroleum exploration and
development, real estate development and manufacturing. In addition to the reporting companies
listed in ltem 9 (a) {j) (E), where Dr. Brown serves as a director, he is also affiliated as a director
and/or officer of the following companies:

A. Brown Energy & Resources Brown Resources Corporation
Development, Inc, Universal Travel Corporation

Meridian Assurance Corporation Shellac Petrol Carporation

PBJ Corporation Philippine Racing Club, Inc.

Mr. Christopher M. Gotanco is a Director of the company. For the past five (5) years, he has
served as a director and/or executive officer in companies involved in transportation, property
development, mining, cil and gas exploration, and retall, among others. In addition to the reporting
companies listed in ftem 9 (a) (i} (E), where Mr. Gotanco serves as a director, he is also afffiiated
as a director and/or officer of the following companies:

MRT Holdings, inc. MRT Development Corporation
North Triangle Depot Commercial Cammen Copper Corporation
Corporation

Mr. Honorio A. Poblador il is an Independent Director of the Company. For thepaslﬁve (5) years,
he has served as a direcior andfor execulive officer and maintained busingss j e

companies involved in telecommunications, properly development and diversified ﬁnld >amo s
others. In addition to the reporting companies fisted in Item 9 (a) (i) (E), where Mr. Eob! D 53
as a director, he is also affiliated as a director and/or officer of the foflowing oompan ‘w = g‘%
Tt e 20
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Corporation Alsons Consolidated Resources, inc.
Aviatica Travel & Management Corp.  Montemar Resort & Development Corp.
Dasmarinas Paper Mils, Inc. Elnor investmeni Co., Inc.

La Tasca Restaurant, Inc. Hapi Land Development, Inc.

Worldwide Paper Mills, Inc.

Ms. Presentacion S. Ramos is a Director of the Company. For the pas! five (5) years, she has
served as a director and/or executive officer and maintained business interests in companies
involved in the printing, publication, sale and distribufion of books, magazines and other printed
media, department store, stock brokerage, oil and gas exploraion and mining, among others. In
addition to the reporting companies listed in Item 9 (a) (i) (E), where Ms. Ramos serves as a
director, she is aso affiliated as a director and/for officer of the following companies:

National Book Store, Inc. Alakor Corporation
Crossings Department Store Comp. Abacus Book & Card Corporation
Zenith Holdings Corporafion Media One Broadcasting Corporation

Metro Rail Transit Corporation, Lid.

Mr. Adrian S. Ramos is a Director of the company. He has served as a direclor andfor executive
officer in companies engaged in the printing, publication, sale and distribution of books, magazines
and other printed media, investment holdings, mining, financial services, securities and water
infrastructure, In addition to the reporting companies fisted in Item 9 (a) (i) (E), where Mr. Ramos
serves as a director, he is also affiliated as a director and/or officer of the following companies:

Alakor Corporation Music One Corporation
Zenith Holdings Corporation Aquallas, Incorporated
Peakpres Corporation

Alty. Augusto B. Sunico is a Director of the company. For the past five {5) years, he has served as
a director and/or executive officer, and maintained business interests, in a university and
companies involved in oil and gas exploration, mining, stock brokerage, property development,
financial services and shopping center, among others. In addition to the reporting com
in ltem 9 {a) (i) (E), where Atty. Sunico serves as a director, he is also affiliated as a gt
officer of the following companies: 2 '

Sunico Malabanan Law Offices Shangri-La Plaza Corporation ™. -,
Valle Verde Country Club, Inc. Pro-Tem/Flex Staff, Inc.
Property Locators & Managers, Inc. Marian Security Agency
First Street Acacia Lane Really, Inc.  Trafalgar Holdings, Inc.
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Solar Publishing Carporation

Mr. Francisco A. Navamo is a Director and the Company's Executive Vice President. For the past
five (5) years, he has headed the exploration and development groups of various companies
involved in oil and gas exploration and mining. In addition to the reporting companies listed in lter
9 (a) () {E), where Mr. Navaro serves as a director, he is also affiliated as a director and/or officer
of the following companies:

Quad Alpha Condominium Corporation
Alexandra Condominiurn Corporation

Mr. Reynaldo E. Nazarea is the company's Treasurer and Vice President for Administration. For
the past five (5) years, he has served as a director of the following companies involved in financial
services:

Penta Capital Investment Corporation
Penta Capital Finance Corporation

Mr. Alessandro O. Sales is the company’s Vice President for Exploration. He has formulated and
implemented the company’s oil exploration and development programs for the past five (5) years.

Atty. Adrian S. Arias is the company's Corporate Secretary. He has been in active corporate law
practice for more than ten (10) years.

(E) Directors with directorship(s) held in reporting companies

Alfredo C. Ramos Anglo Phiippine Holdings Corp.

Afias Consalidated Mining & Devl. Corp

EDSA Properties Holdings, Inc.

Kuak Phifippine Properties, inc.

Penta Capita investment Corperation

Penta Capitd Finance Corporation

Phifppine Gaming & Management Corp.

Philippine Seven Cosporation 5
Unitad Paragon Mining Corparation -
Vulcan Industrial & Mining Corp.

Wafter W. Brown A Brown Company, Inc.
Intemnational Exchange Bank
Phifppine Realty and Holdings Corporation
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Philex Mining Corporafion

Augusto B. Sunico Alakor Securities Corporation

Anglo Philippine Holdings Corporaion
£05A Properties Holdings, Inc.
Manuel L. Quezon University

Penta Capital Investment Corporation
Penta Capital Finance Corporation
tnited Paragon Mining Corporation
Vulcan Industrial & Mining Corporation
Presentacion 5. Ramos Alakor Securities Corporation

Anglo Phillppine Holdings Corporation
Vuican industrial & Mining Corporalion
Christopher M. Gotanco Anglo Philippine Haldings Corparation
Vulcan Industrial & Mining Corporation
Francisco A Navarro Angto Phiippme Holdings Corporstion
Vulcan Industrial & Mining Corporation
Adrian S. Ramos Alakar Securilies Corporation

Anglo Philippine Holdings Corporation
United Paragon Mining Corporation
Nicasio |. Alcantara Petron Corparation

Honorio A. Pobilador [l Philippine Comm. Satellite Corporation

(2}  Significant Employees

‘Other than its executive officers, the Company has not engaged the services of any
person who is expected to make significant contribution to the business of the Company.

(3)  Family Relationships

Mr. Alfredo C. Ramos, Chaimman of the Board and President, is the husband of Ms.
Presentacion S. Ramos, Director, and brother-in-law of Atty. Augusto B. Sunico, Director.
Mr. Adrian S. Ramos, Director, is the son of Mr. Atiredo C. Ramos and Ms. Presemacion

S. Ramos.
{4}  Involvement in Certain Legal Proceedings ’%
35 =
The Company is not aware of; {1) any bankruplcy petition filed by or afdi ingssg,%

of which a director, person nominated to become a direclor, executive etﬁcﬁr%
or control person of the Company was a general partner or executive officer eulhe'r—:g th
time of the bankruptcy or within two (2) years prior that time; (2) any oohy:cbon byfin 'S;




judgment in a criminal proceeding, domestic or foreign, or being subject to a pending
ciminal proceeding, domestic or foreign excluding traffic violations and other minor
offenses of any director, person nominated to become a director, executive officer,
promoter, or control person; (3) any order, judgment or decree, not subsequently
reversed, suspended or vacated, of any court of competent jurisdiction, domestic or
foreign, pemanently or femporarily, or being subject to a pending criminal proceeding,
domestic or foreign, excluding traffic violations and other minor offenses of any director,
executive officer, promoter or control person; and (4) judgment against a director, person
nominated to become a director, executive officer, promoter, or control person of the
Company found by a domestic or foreign court of competent jurisdiction (in a civil action),
the Philippine Securities and Exchange Commission or comparable foreign body, or a
domestic or foreign exchange or electronic marketplace or self-regulatory organization, to
have violated a securities or commodities law, and the judgment has noi been reversed,

suspended or vacated.

ftem 10. Executive Compensation

(1)

Summary Compensation Table

Information as to aggregate compensation paid or accrued during the last two years and to be paid
in the ensuing year to the Company's Chief Executive Officer and four other most highly

compensated officers follows:
Narre Position Year Salary Borws Cther Amnuat
Compensation
Affredo €. Ramos Chairman/President
Augusto B. Sunico EVP & Treasurer (refired
Apdl 30, 2005)
Frandisco A. Navarmo EYP
Reynaido E. Nazarea Treasures & VP-Admin
Alessandro 0. Sates VP-Exploraticn
Isabelita L Matela Finance Manager
2005 9,595 510 £ 4
206 5,109,053 0 40
2007 {esf) 5722139 0- £
ANl Officers and directors as
group unmamed ¥
2005 X 4
10,530,833 4
2006 88 0
2007 (est) 7,820 B
. O
2 Compensation of Directors UG ¥
A -
W & L]
ERPON AN
L




(A) Standard Arrangement

For the most recently completed year and the ensuing year, directors received and will receive a
per diem of P5,000.00 per month to defray their expenses in attending board meefings. There are
no other arrangements for compensation of directors, as such, during the last year and for the

ensuing year.
(B)  Other Arrangements

There are no other arangements for compensation of directors, as such, during the last year and
ensuing year.

(3)  Employment Contracts and Termination of Employment and Change-in-Control

The Company maintains standard employment contracts with Messrs. Alfredo C. Ramos,
Francisco A. Navaro, Reynaldo E. Nazarea and Alessandro O. Sales, all of which provide for their
respective compensation and benefils, including entittement fo health benefils, representation
expenses and company car plan. Other than what Is provided under applicable labor laws and
existing retirement plan, there are no compensatory plans or arrangements with executive officers
entiting them to receive more than £2,500,000.00 as a result of their resignation, retirement or any
other termination of employment, or from change in control of the Company. There are no wamants
or options outstanding in favor of directors and officers of the Company.

item 11. Security Ownership of Certain Beneficlal Owners and Management
1) Security Ownership of Certain Record and Beneficial Owners

As of December 31, 2006 the Company is not aware of anyone who beneficially
5% of the Company's common stock, except as set forth in the table below:

Title Name and address
of of record/owner Number of
Class & refationship with [ssugy Cifzonship ghares held (new parjdlass
Cornmon PCD Nominee Corporation® Filpino 68,031,048,100 {cf record)
GiF Makati Stock Exchange
6767 Ayala Avenue
Makati City

Stociholder
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Common National Bookstore, Inc.** Filipino 2,652,622,300 {vf record) 17.38
4/F Quad Alpha Centum
125 Plonger Stroef
Mandatuyong City
Stockholder

Common  Vudcan Industrial & Filipno 16,588,287 200 {of record) 10.81

Mining Corporation™

9/F Ploor Quad Alpha Centrum
125 Pioneer Streed
Mandaluyong City
Stockholder

mmmhwmdmmmmrqumwmwﬂsmdmm Tbeammy
Lndamdmmmwnﬁamycmsmﬂmﬂdtfamm :

“*The respective proxies of theso corporete sharahoiders ore appointad by thelr respactive Boerd of Directars end the Company
becomes ewan of the idertity of such proxies only when tha comesponding proxy appointments are recelved by the Company.
Basad on previous practice, Mr. Alfredo C. Remos and/for Mr. Fatrick V. Caolle lrave been appointed proxies for Nationd Book Store,

inc. and Vulcan dustrial Mining Corp..
(2} Security Ownership of Management

The Company's directors (D), Chief Executive Officer (CEO}, and four (4) most highly
compensated executive officers (O) own the following number of voting shares as of December 31,
2006:

Tille of Class Name of Beneficit Owner | Amount of Ownership | Cifizenship Percen! of Class
Tola) ARB Alfredo C. Ramos (IVCEO) ) P 107,074 Fifpino
Total ARB Augusto B, Sunico{D) 76511 Fiiping
Tota) ARB Walter W. Brown (D) 10,000 Filipino
Total ARB Nicasio | Alcantara (D) 3,632,000 Filiping
Total AZB ) Hanorio A Pobtador IE (D) 290,000 Fipno
Total ASB Presentacion 5. Ramos (D) | 1,921,000 Filiping
Total ARB Chiistopher M. Gotanco (D) 26,495 Filipino
Total ARB Adrian S. Ramos (D) 10,051 Fiipino
Totad AZB Francisoo A Navarmp (0/D) 107 456 Filiging
Totad ARB Reynado E. Nazarea {0) 256,250 Fipino
Total ARB Alessadro 0. Sales (0) 50,000 Filipino
Total AZB Adyian 5. Asias (0) 652 Filipino
Total ALB Isabelita L, Mateda (O) 6,486 _Fifpino




As of December 31, 2006, the aggreqate number of shares owned by the Company's directors, Chief Executive Officer and four (4)
most highly compensated exscutive officers, as o group, Is 668,695,530 shares, or approximately 0.436% of the Company’s
outstanding capltal stock.

(2)  Voting Trust Holders of 5% or More

To the extent known to the Company, there is NO PERSON holding more than 5% of any class of
the Company’s securities under a voling trust or similar agreement.

(3) Changes in Control

To the extent known to the Company, there are no arangements, which may result in a change in
control of the Company.

item 12 Certain Relationships and Related Transactions

Related Party Transactions. There had been NO transaction during the last two years to which
the Company was or is to be a party in which any director or executive officer of the Company, or
nominee for eleclion as director, or owner of more than 10% of the Company's voling stock, or
voling trust holder of 10% or more of the Company’s shares, or any member of the immediate
family (including spouse, parents, siblings, and in-laws) of any of these persons, had or is to have
a direct or indirect material interest. ‘

In the ordinary and regular course of business, the Company had transactions with related parties
(i.e. companies with shareholders common with the Company) during the last two (2) years
consisting principally of advances TO related parties and loans/advances FROM related parties.
The idenfities of these related parties, including the amounts and details of the transactions are
disclosed in Note 18 to the Company’s 2006 Audited Financial Statements, a copy of which is

included in this Annual Report.

There are fransactions that will involve related parties in 2007. () the Company's sale of about 50

milkon shares of Anglo Philippine Holdings Corp., implemented in January 2007. "~
o \

T
(@) Business purpose of the arrangement. The business purpose of related paﬁﬁ‘éré\
is to address immediate working capital requirements of related partiesain case 7
advances TO related parties) or of the Company (in case of loans/advariees, FRORE,,
refated parties). wey
* :’; L %




(b)

(©

@

{e)

M

The business purpose of the sale of Anglo shares is to settle certain accounts payable to
refated parties and creditor bank.

Identification of the related parties’ transaction business with the registrant and nature of
the relationship. See Note 18 of the Company's 2006 Audited Financial Statements.

How transaction prices were determined by parties. All transactions with related paries
are based on prevailing market/commercial rates at the time of the transaction.

The transaction price for the sale of Angfo shares will be based on the prevailing market
price of Anglo shares at the time of transaction.

If disclosures represent that transactions have been evaluated for faimess, a description
of how the evaluation was made. There are NO disdosures representing that the
transactions with related parties have been evaluated for faimess inasmuch as the bases
of all transactions with related parties were the prevailing market/commercial rales at the
time of the transaction, or a valuation study conducted by a third party consultant over
which neither the Company nor the related parties have control or influence whatsoever.

Any on-going contractual or other commitments as a result of the amangement. NONE,
other than the repayment of money lent or advanced.

There were NO transactions with parties that fall outside the definition of “refated parties”
under SFAS/IAS No. 24. Neither were there any transactions with persons with whom the
Company or its related parties have a relationship that enabled the parties to negotiate
terms of material transaction that may not be available from other, more clearly
independent parties on an ams’ length basis.

PART [V - CORPORATE GOVERNANCE

(a) The Company uses the evaluation system established by the SEC in its Memorandum
Circular No. 5 series of 2003, including the accompanying Corporate Govemnance Self
Rating Form {CG-SRF) to measure or determine the level of compliance of the Board of

Directors and top-tevel management with the Company’s Corporate Govemance Magee?™ J
2 Yo A @
=L
(b) The Company undertakes a self-evaluation process every semester and %Fﬂe alig) %.’%
from the Company's corporate Governance Manual is reporied to the Manqéggent il P '“-}‘ué
the Board together with the proposed measures to achieve compliance. ER a‘ﬂ ';":_‘c:
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(c) Except as indicated betow, the Company is currently in full compliance with the leading
practices on good corporate govemance embodied in the CG-SRF.

1. The Company has prepared a draft Code of Conduct for the Board, CEO and
staff, which is still undergoing changes fo cope with the dynamics of the business.
In the meantime, however, the Company has existing pelicies and procedures that
can identify and resolve potential conflicts of interest.

2. Employees and officers undergo professional development programs subject to

meeting the criteria set by the Company. Succession plan for senior management
is determined by the Board as need arises.

(d) The Company shall adopt such improvement measures on its corporate govemance &s
the exigencies of its business will require from time to time.
PART V - EXHIBITS AND SCHEDULES
Item 13 Exhibits and Reports on SEC Form 17-C
(a) Exhibits - See accompanying Index to Exhibits (page __)

(b} Reports on SEC Form 17-C - See attached
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SIGNATURES

Pursuant to the requirements of Section 17 of the Code and Section 141 of the Corporation Code,
this report is signed on behalf of the issuer by the undersigned, thereunto duly authorized, in the
City of Mandaluyong on April __, 2007.

LG

ALFREDQ C. RAMOS

Principal Executive Officer/ Executive Vice President
Principal Operating Officer

w1t
REYNALDO E¥NAZAREA ADRIAN S. ARIAS
Principal Financial Officer/ Corporate Secretary
Comptroller
Yokt £ HAZely
ISABELITA L. MATELA
Principal Accounting Officer

SUBSCRIBED AND SWORN to before me this3 0 ARBy d083m 2007 affiant(s)
exhibiting to me hisAtheir Community Tax Certificates, as follows:

NAMES CTC NO. DATE OF ISSUE PLLACE OF ISSUE
ALFREDO C. RAMOS 10428061 01-02-2007 Maniia
FRANCISCO A. NAVARRO 18150929 01-26-2007 Pasig
REYNALDO E. NAZAREA 22213465 04-02-2007 Makati
ADRIAN S. ARIAS 05823929 01-04-2007 Mandalu %
ISABELITA L MATELA 19508725 03-29-2007 Pa.j_an Y A2
Tz e
Tt AR
CARMEN-ROSER OB TAPMPA ',.’{Rz; ‘f'n %
Nutasy Fublic (o gl U S'ngCiiy f\l_'f'. A .-_c.
Comayisticn Wo. 269 Uatd 31 Den SATE, v ey é_ ‘tB
el of Atomeys Mo, futis w2 I
brc. No. Gaa PER No. NGSB43AALAN bl yong t‘:ity?.ﬁ_%lﬂ' =
: THP Mo, T0956 150 FELM 2% O
Paﬂﬂ Ne. 21 9 (Qusd Alpha Contraa, 123 ionoer St. %‘%
&mk No’I Mandahorong City
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FRANCISCO A. NAVARRO




THE PHILODRILL CORPORATION
INDEX TO FINANCIAL STATEMENTS AND SUPPLEMENTARY SCHEDULES
FORM 17-A, tem 7
Page No.
FINANCIAL STATEMENTS

Statement of Management's Responsibility for Financial Statements
Report of Independent Public Accountants
Batance Sheets as of December 31, 2006 and 2005
Statements of Income
For the years ended December 31, 2006 and 2005
Statement of Cash Flows
For the years ended December 31, 2006 and 2005
Statements of Changes in Stockholders' Equity
For the years ended December 31, 2006 and 2005
Notes to Financial Statements
SUPPLEMENTARY SCHEDULES
Report of independent Public Accountants on Supplementary Schedules
A. Marketable Securities — {Curent Marketable Equity Securities and
Other Shoit-term Cash investments)

B. Amounts Receivable from Directors, Officers, Employees,
Related Parties and Principal Stockholders (Other than
Affiliates)

Non-cument Marketable Equity Securities, Other Long-term
Investments, and Other Investments

Indebtedness to Unconsofidated Subsidiaries and Affiliates
Property and Equipment '
Accumulated Depletion, Depreciation and Amortization
Intangible Assets and Other Assets
. Accumulated Amortization of Intangibles
Long-term Debt

indebtedness to Affiliates and Related Parties
_(Long-term Loans from Related Companies)

K. Guarantees of Securities of Others lssuers

L Reserves
M. Capital Stock

e|~|z|o|mmlo| o

“These schedules, which are required by Part IV(e) of RSA 48, have been om
are either not required, not applicable or the information required to be presented
Company’s financial statements or the notes to financial statements.
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THE PHILODRILL CORPORATION
QUAD ALPHA CENTRUM, 125 PIONEER, MANDALUYONG CITY, PHILIPPINES
TEL NOS. 631-1801 TO 05 ; 631-8151/52 ; FAX: (632) 631-8060 , (632) 631-5310

STATEMENT OF MANAGEMENT'S RESPONSIBILITY
FOR FINANCIAL STATEMENTS

The management of The Philodrill Corporation is responsible for all information and
representations contained in the financial statements for the years ended December 31,
2006, 2005 and 2004. The financial statements have been prepared in conformity with
generally accepted accounting principles in the Philippines and reflect amounts that are
based on the best estimates and informed judgment of management with an
appropriate consideration to materiality.

In this regard, management maintains a system of accounting and reporting which
provides for the necessary intemal controls to ensure that transactions are property
authorized and recorded, assets are safeguarded against unauthorized use or
disposition and liabilities are recognized. The management likewise discloses to the
company’s audit committee and to its extemnal auditor: ( i ) all significant deficiencies in
the design or operation of infemal controls that could adversely affect its ability to
record, process, and report financial data; ( ii ) material weakness in the intemal
controls; and (iii) any fraud that involves management or other employees who exercise
significant roles in intemal controls.

The Board of Directors reviews the financial statements before such statements are
approved and submitted to the stockholders of the company.

Sycip, Gorres, Velayo & Co., the independent auditors and appointed by the
stockholders, has examined the financial statements of the company in accordance with
generally accepted auditing standards in the Philippines and has expressed its opinion
on the fairness of presentation upon completion of such examination, in its report to the
Board of Directors and stockholders.

)
4
Signed under oath by the following: Sl e e Er
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%V@H o o \;,été
Alfredo C. Ramos 5 DR -8
Chairmman of the Board / Chief Executive Officer e é, :&'-"
A %
Reynaldo B Nazarea 2%,

Chief Financial Officer 2
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Date of Report
January 10, 2006

January 18, 2006

Febmnuary 2, 2006

February 6, 2006

Febmary 15, 2006

March 06, 2006

March 16, 2006

March 22, 2006
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THE PHILODRILL CORPORATION
LIST OF ITEMS REPORTED UNDER SEC FORM 17C

Description

Certification by the Company's Compliance Officer on the Company’s
compliance with SEC Memorandum Circular No. 2 on the Code of
Comporate Govemance and the Company's Manual on Corporate
Govemance.

Resignation of Mr. Gerard H. Brimo, as Director of the Company and the
election of Mr. Adrian S. Ramos as the new Director of the Company.

Business experience during the past five years of Mr. Adrian S. Ramos,
candidate for director.

Report on the number of the Company’s sharehalders owning at least one
(1) board lot each as of January 31, 2006.

The Board of Directors has scheduled the Annual Stockholders’ Meeting
on June 21, 2006, and the record date for purposes of determining the
stockholders of record entified to notice of and to vote at the said meefing

is April 14, 2006.

Report on the number of the Company’s shareholders owning at least one
{1) board lot each as of February 28, 2006.

Certification on the Company's Petroleum Service contracts with the
Depariment of Energy (DOE).

Company. ]
b

Resolutions on the following: {2) to change par value of thg.Comj
shares from P1.00ishare to P0.0%share; (b to declassify the'Com
shares of stock from Class A and 8 to Common chares. o




April 05, 2006

April 20, 2006

April 27, 2006

May 5, 2006

May 9, 2006

May 22, 2006

May 31, 2006

June B, 2006

June 13, 2006

June 15, 2006

June 15, 2006

Report on the number of the Company’s shareholders owning at least one
(1) board lot each as of March 31, 2006.

Submission of one (1) pc. CD-ROM List of stockholders as of April 14,
2006.

The Company’s Annual Stockholders Meeting on June 21, 2007 will be
held al the Legend Villas, 60 Pioneer St, Mandaluyong City.

Report on the number of the Company's shareholders owning at least one
(1) board lot each as of April 30, 2006.

The Company entered into a Deed of Absolute Assignment with Vulcan
Industrial and Mining Corporation (VIMC) under which VIMC sssigned
40,712,557 Philodrill shares in favor of the Company in setiement of
VIMC's obligations to the Company.

Postponement of the 2006 Annual Stockholders Meeting of the Company
from June 21, 2006 to July 26, 2006.

Approval of the re-scheduling of the Company’s Annual Stockholders’
Meeting from June 21, 2006 to July 26, 2006.

Reporl on the number of the Company’s shareholders owning at least one
board ‘ot each as of May 31, 2006

Sale of 107 million shares of stock of EDSA Properties Holdings, Inc.
(EPHI).

Sale of the 107 million shares of stock of EPHI will be tran i
(2) tranches: 50,000,000 on June 15, 2006 and 57,072,821 ofiC

D

June 30, 2006. ?} 3 %
Subject to the approval by the Department of Energy, the G‘T&ihpanyr‘
assigned the following participating interests in Service Contract no.
Onshare Mindoro Block to the following parties: 2N

Assignee Interest Bt
Anglo Phil. Holfings Corp.  Five Percent (5%) PP
Basic Consolidated, Inc. Three Percent (3%) ¥




June 21, 2006

June 26, 2008

July 5, 2006

July 19, 2006

July 26, 2006

August 3, 2006

August 7, 2006

September 5, 2006

September 25, 2006

Seplember 25, 2006
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The Company retains a Twenty Two percent (22%) participating interest
in Service Contract No. 53.

Further to disclosure of June 13 and 15, 2006, the 2™ tranche of
57,072,871 EPHI shares to complete the 107,072,781 shares thal the
Company agreed to sell to Anglo Philippine Holdings Corp. (APHC) will be
transacted on June 23, 2006.

Reply to the news article which came out in the June 23, 2006 issue of
the Business World.

Report on the number of the Company’s shareholders owning at least one
board lot each as of June 30, 2006

Sale of another 107,072,871 shares of EPHI to APHC in two franches on
or before July 31, 2006. .

Election of Directors and Officers of the Company, approval by the
stockholders to amend the Articles of Incorporation to reflect the change
in par value from P1.00 to P0.01 per share and to declassify the
Company's shares to common stock.

Report on the number of the Company’s shareholders owning at least one
board lot each as of July 31, 2006

Sale of 9 million treasury shares. Proceeds intended to augment the

" Company's working capital resources.

Report on the number of the Company’s shareholders owning Ieam&g%
board lot each as of August 31, 2006

A

- \ D=
':‘;7‘-:1 5 . 7'15

Sale of around 10 million treasury shares. Proceeds integled to edt” 22

the Company’s working capital resources. okl 2

.dh‘

Subject to the approval of the DOE, the Company and Ihe contin
parties of Service Contract no. 41 consortium have comp!eted

assignment of an aggregate 85% participating interest in SM%&M




October 4, 2006

November 6, 2006

Drecember 7, 2006

December 27, 2006

January 6, 2007

Block) in favor of Tap O Limited of Australia to implement Tap Qif’s fam-
in into SC41.

Report on the number of the Company’s shareholders owning at least one
board ot each as of September 30, 2006.

Report on the number of the Company’s shareholders owning at least one
board lot each as of October 31, 2006.

Report on the number of the Company’s sharehotders owning at least one
board lot each as of November 30, 2006.

Sale of 24,607,557 treasury shares by way of special block sale in favor
of Alakor Corporation at prevailing market price.

Report on the number of the Company’s sharehoiders owning at least one
board lot each as of December 31, 2006.
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SECURITIES AND EXCHANGE COMMISS!ION
SEC FORM 17-Q

ANNUAL REPORT PURSUANT TO SECTION 17 OF THE SECURITIES REGULATION CODE
AND SECTION 141 OF THE CORPORATION CODE OF THE PHILIPPINES.

For the quartery period ended September 30, 2006
SEC identification Number; 38683
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Exact name of registrant as specified in its charter :
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Not Applicable
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Amount of Debt Outstanding

Total Liabilities P243,165,430.00

1. Are any or all of these securities listed on the Philippine
Stock Exchange.

Yes [x] No ]

12, Check whether the issuer

(a) has filed all reports required to be filed by Section 11 of the SRC and SRC
Rule17 thereunder or Section 11 of the RSA and RSA Rule 11(a}-1 thereunder,
and Sections 26 and 141 of the Corporation Code of the Philippines during the
preceding 12 months (or for such shorter period that the registrant was required

fo file such reporis);
Yes [x] No [ ]

b) has been subject to such filing requirements for the past 90 days.
Yes [x] No [ ]




TABLE OF CONTENTS

Page No.

PART | - FINANCIAL INFORMATION

item 1. Financial Statements

ltem 2. Management's Discussion and Analysis of
Financial condition and Resuits of Operation

PART Il - OTHER INFORMATION

1

SIGNATURES

1

INDEX TO FINANCIAL  STATEMENTS AND
SUPPLEMENTARY SCHEDULES

12




PART 1 - FINANCIAL INFORMATION

ftem 1. Financial Statements

1. The unaudited Financial Statements of the Company for the 3rd quarter ended 30
September 2006 are included in this report. The schedules listed in the accompanying
Index to Supplementary Schedules are filed as part of the SEC Form 17Q.

2 Inferim Statements of Operations for the cument interim period (01 January to 30
September 2006), with comparative Statement of Operations for the comparable period
(01 January to 30 September 2005) are attached to this report.

3. A statement showing changes in equity cumulatively for the current financial year to date
{01 January to 30 September 2006), with a comparative statement for the comparable
yearto-date period of the immediately preceding financial year (01 January to 30
September 2005) are attached to this report.

4. The basic and diluted eamings/floss per share are presented on the face of the atiached
Statement of Operations (01 January to 30 September 2006), as wel as the basis of
computation thereof.

5. The Company’s interim financial report for the 3rd quarter 2006 is in compliance with
Generally Accepted Accounting Principles ("GAAP"). Included in this report is a summary
of the Company’s significant accounting policies.

6. The Company follows the same accounting policies and methods of computation in its
interim financial statements (01 January to 30 September 2006) as compared with the
most recent annual financial statements (2005), and no palicies or methods have been
changed.

7. There were NO seasonal or cyclical aspects that had a materia! effect on the financial
condition or results of interim operations of the Company.

B. There were NO unusual items during the interim period (01 January to 30 September
20086), the nature, amount, size or incidents of which have affected the assets, liabilities,
equily, net income or cash flows of the Company, except for the sale of the Company’s
shareholdings in EDSA Properties Holdings Inc. (EPHI) as discussed in the lafter part of
this report.
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12.

13.

14,

15.

16.

There were NO changes in the estimates of amounts reported in prior financial year
{2005), which had a material effect in the cument interim period (01 January to 30
September 2006).

There were NO issuances, repurchases and repayments of debt and equity securities
during the cument interim period (January 1 to September 30, 2006).

There were NO dividends paid on any Company share during the inferim period (January
1 to September 30, 2006).

The Company does not generate revenues from any particular segment and its business
is not delineated into any segment, whether by business or geography. The Company is
not required to disclose segment information in its financial statements.

Up to the time of filing of this quarterly report, there were NO material events subsequent
to the end of the interim period (January 1 to September 30, 2006) that have not been
refiected in the financial statements for said interim period.

There were NO changes in the composition of the Company during the interim period
{January 1 to September 30, 2006) and there were NO business combinations, acquisition
or disposal of subsidiaries and long-term investments, restructurings and discontinuance
of operations during said interim period.

The Company has NO contingent liabilities or contingent assets as of its last annual
balance sheet date (December 31, 2005) and as of end of cument intefim period
(September 30, 2008}, except as disclosed below:

The Company has made no provisions for penalty charges on unpaid principal and
interest due to certain local banks as of December 31, 2005 and September 30, 2006. The
local banks charge penalty ranging from 24% to 36% of outstanding unpaid principal and
interest. Management befieves that the final amount of penalties to be charged by the
banks will depend an the outcome of ongoing negotiations for the settlement/restructuring
of the loans.

There are NO malerial contingencies and any other events or transactions that are
matenal to an understanding of the cument interim period {January 1 to September 30,
2006).




Equity to Debt Ratio 541:1 361:1
Stockhoklers Equity 1,316,083,579 1,796,124,094
Totad Ligbiliies 243,155430 456,894,593

Book Value per Share 0.85740 1.17016
Stockholders Equily 1,316,063.579 1,786,124,094
Average shares outstanding 1,534,044.016 1,534,944 016

Loss per Share 0.11473 0.00578"
NetLoss 176,111,553 8,872,066
Average shares outstanding 1,534 844 016 1,534,944,016

“for the period Jamuary b Septamber 2005

The current ratio increased from 0.16:1 as of December 31, 2005 to 0.26:1 as of September 30,
2006. The Company's curent liabilites exceeded its cument assets by P180.4 million as of
September 30, 2006 and P419.2 million as of December 31, 2005. However, a portion of the
“Investments” account in the balance sheet consists of shares of stock which are listed with the
Phifippine Stock Exchange and which could be sold to meet the Company’s obligations as might
be calied for by future circumstances. These shares of stock had an aggregale market value of
P88.4 millon as of September 30, 2006 and P243.4 million as of December 31, 2005. If these
shares would be considered par of Current Assets, the recomputed cument ratio would be 0.62: 1
as of September 30, 2006 and 0.65:1 as of December 31, 2005.

The Company has NO majority-owned subsidiaries and as such, NO disclosure on performance
indicators was made.

Total assets decreased from P2.293 billion as of December 31, 2005 to P1.559.2 billion as of
September 30, 2006. Receivables increased by P12.6 million due to the trade receivables from
cude deliveries to Pilipinas Sheli booked as of September 30, 2006. The curent portion of
advances to related companies decreased by P39.5 miltion due to a P32.0 million collection of the
accounts and a reclassification to noncument assets. The net canying cost of the property and
equipment decreased by P18.9 million due to adjustments made in previously capitalized costs.
The carying value of the investments decreased by P704.4 milion mainly due ‘o the sale of the
EPHI investment booked in June and July 2006 and the adjustment in the valuation reserve of the
company’s listed stock investments. Advances to related companies ~ noncurrent, increased by
P8.0 million or 29.9%. Other noncumrent assets decreased by P13.1 million due to the collection of
certain receivables from affiliates.




Total current fiabilities decreased by P253.7 million from P496.2 million as of December 31, 2005
to P242.5 million as of September 30, 2006. Trade and other payables and advances from related
companies decreased by 54% and 72% respectively, due to the settlement of some accounts

during the period.

Stockholders’ equity decreased by P480.1 milion from P1.796 billion as of December 31, 2005 to
P1.316 billion as of September 30, 2008, Of the 40.7 million treasury shares, which the company
acquired last quarter, 10.85 million shares have been sold as of end of the interim peried. The
valuation reserve pertaining to the company’s fisted stock investments was adjusted from P129.7
million as of December 31, 2005 to P111.8 million as of September 30, 2006. Retained eamings
decreased by P176.1 million due to the net loss booked for the three quarters of 2006.

Discussion and Analysis of Material Events and Uncertainties

In general, Management is not aware of any materiat event or uncertainty that has affected the
curvent interim period andlor would have a material impact on future operations of the Company.
The Company will continue to be affected by the Philippine business environment as may be
influenced by any local/regional financial and political crises.

1. There are NO known trends, demands, commitments, events or uncertainties that have or
are reasonably fikely to have material impact on the Company's liquidity. Should the
Company’s cash position be ot sufficient to meet cumrent requirements, the Company
may considsr: a) collecting a portion of accounts receivables; b) selling a portion of its
existing investments and/or treasury shares and ¢} generating cash from loans and
advances.

2. There are NO events that will trigger direct or contingent financial obfigation that is
material to the company, including any default or acceleration of an obligation, except as
discussed below:

For the third quarter of 2006, the Company continued servicing the loan principal and
interest due to Metropotitan Bank & Trust Company.

As of September 30, 2006, the Company was awaiting approval from RCBC of the
proposed restructuring of its loan.

These local banks usually charge penalty on unpaid intesest ranging from 24% to 36% of
the outstanding unpaid principal and interest. As of September 30, 2006, the Company
had not fully recognized the penalty charges pending the final outcome of negofiations for




foan restructuring which usually involves the condonation of a substantial part of the
accrued penatties.

. There are NO material off-balance sheet transactions, amwangements, obligations
(including contingent obligations), and other relationships of the company with
unconsolidated entities or other persons created during the reporting period.

. The Company has NO material commitments for capital expenditures, except for the
Company's share in the exploration and development expenditures in the SCs and
GSECs approximately US$0.5 (P27.8 million) in 2005. The Company expects to be able to
fund such expenditures from the possible sale of a portion of its investments and/or
treasury shares, or to avoid incuming these expenditures ajtogether by way of farm-outs.

. There are NO known trends, events or uncertainties that have had or are reasonably
expected to have a material impact on the revenues or income of the Company from
continuing operations.

. There are NO significant elements of income or loss that did not arise from the Company’s
continuing operations.

. There have been NO maierial changes from period to period in one or more line items of
the Company's financial statements, except those discussed below:

Cash increased by P7.9 million or 90.5% due to collection of accounts.

Receivables increased by P12.6 million or 47% due to additional trade receivables
booked as of September 30, 2006.

Other current assets decreased by P0.039 million or 23.4%.

Property and equipment decreased by P18.9 million or 6.4% due to adjustments made
in capitalized costs.

Investments in associates and available for sale investments refiected a net decrease
of P704.4 million due to the sale of the Company’s EPHI holdings and the adjustment
in the valuation reserve pertaining to the listed stock investments of the Company.

Advances fo related companies increased by P7.9 million due to the reclassification
made from current to noncurrent advances.




Other noncurrent assets decreased by P13.1 milfion or 17.8% due to the collection of
accrued inferest receivable during the period.

Trade and other payables and advances from related companies decreased by P64.2
million and P186.3 million respectively due to the payments made on these accounts
during the interim period.

Unrealized fosses on decline in market value of investments decreased by P17.9
million or 13.8% due to the adjustment in the valuation reserve pertaining to the listed
stock investments of the Company.

Petroleum revenues increased by P5.3 million due to higher crude prices. Total
production for the third quarter of 2006 was 123,810 bamels as compared to 149,637
barrels for the same period last year.

Equity share in net eamings of associates decreased by P13.1 milion due to the sale
of the Company’s investment in EPHI.

Interest, dividends and other income increased by P26.3 milion due to the
condonation of interest on advances previously accrued as of December 31, 2005.

Interests and financing charges went down by 58%. The decrease was due fo the
reversal of bocked interest expense on advances and lower level of bomowings.

Share in costs and operating decreased by 20% due to lower level of production
during the interim period.

A loss of P215.2 million was booked on the sale of the Company’s EPHI holdings.

Net loss amounted to P176.1 million for the three quarters of 2006, as compared to
P8.9 million for the same period last year.

8. There are NO seasonal aspects that had material effect on the financial condition or
results of operations.




PETROLEUM PROJECTS

10 Servica Contract 6A {Octon

In early July 2006, a consultant for Vitol Services Limited did a prefiminary review of the avaflable
Octon wells data including an examination of the Octon cores, as part of Vitol's technical review of
the Octon Block. Vitol's initial observations are encouraging. They observed that the apparent low
permeability of the Galoc Clastic Unit (GCU) reservoir was mainly due to the rather inaccurate
sampling method earlier applied by Corelab on the cores, as sampling then missed the good
infervals because of the relatively thin nature of the Galoc sands. Upon the recommendation of
their consultant, Vito) had requested Philodrill o send all the cores from Octon-2 as well as from
Octon-3 well to Corelab in Kuala Lumpur, Malaysia for further core studies.

While SC6A consortium is stil finalizing the farm-in documentation, Vitol completed a number of
studies of the area including full 3D seismic data interpretation of the Octon structure,
petrophysical review, inlial static and dynamic modeling for the Octon reservoir, and simulation
studies for the Octon Fleld. The modefing work resulted in a mean case reserve of 2.5 MM bbl,
which was based only on the northem half of the Octon structure. The untested southem half of
the structure could most likely have similar potential, doubling the mean reserve potential to &
milion bamels. Vito! also plans fo complete before the end of the year their assessment of the
exploration potential of the northem area of the Octon Block.

20  Service Contract 6 (Cadlao)

Qriental Petroleum, as the new block operator, continued to promote the block to potential
partners. They have signed a confidentiality agreement with one potential farminee, which have
started accessing Cadlao technica! data for their review.

30 Service Contract 6B (Bonita)
Exploration activities on the Bonita Block remain suspended.

40  Service Contract No. 14 (Nido and Matinlsc Production Blocks)
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The Consortium is now finalizing the Block C Agreement that will define the distribution of
revenues from the Galoc Field production to all parties. A new JOA for the Galoc Block has been

signed.

6.0  Service Contract 14 C-2 (West Linapacan)

For the most part of the 3 quarter, the West Linapacan Consortium worked on the finalization of
the Memorandum of Agreement (MOA) formalizing the terms of the farm-in proposal of Framework
Solutions into the West Linapacan area. The initial work program being offered is for a series of
geological and geophysical studies at the end of which Framework would decide whether to
continue with the re-activation of the West Linapacan Field or not. Under the proposed MOA,
Framework will pay 100% of the famors' cost to eam 75% of the farmors’ equity up to the first
commercial oil.

In September, Philodrill started transmitting technical data to the consuttants for Framework
Solutions for their due diligence review of the block.

7.0  Service Contract No. 41 (Sulu Sea)

In August 2006, Tap Oil formally submitted to the SC 41 consortium the Contract Year 9 Work
Program and Budget outlining the key activities for Year 9 which includes prospectivity review in
August/September and the acquisition and interpretation of 300 sq km of 3D seismic data starting
on the 4™ quarter. A total budget amount of US$7.08 million will be required to implement these
activities,

In September, Forum Energy Philippines formally withdrew from the SC 41 consortium. Forum’s
entire interests on the block will be assigned to Tap Ofl, which will be getting a total 85% share on
the block. Philodrill, together with Oriental Petroleum, Anglo, South China, Philex and Southwest
Resources, are now the “continuing parties™ with their respective interests maintained. Philodrill
holds a 3.398% interest on the Sulu Sea Block.

8.0 Service Contract No. 53 {Onshore Mindoro)

LAXMI had retrieved vintage early ‘80s seismic field tapes of Onshore Mindoro. A set of tapes had
been sent to a company in Perth, Australia to try and recover and read the data on the tapes. If
successful, the rest of the field tapes will be sent for recovery procedures.
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90  SWANBLOCK

The DOE replied to the consortium letter dated July 6, 2006 expressing the consortium's concem
over the DOE's inaction on the SWAN Block application. We are drafting a reply to clarify further
points we raised in our July 2006 letter which the DOE failed to acknowledge and sufficiently

explain.
PART Il - OTHER INFORMATION

There were NO items for disciosure that were not made under SEC Form 17C during the curent
interim period (01 January to 30 September 2006).

SIGNATURES

Pursuant to the requirements of Securities Regutation Code, the registrant has caused this report
to be signed on its behalf by the undersigned thereunto duly authorized.

Sy e

Date: ///3 /0% Date:
FRANCISCO A. NAVARRO REYNALDO'E. REA
Executive Vice President Treasurer & VP-Administration
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_THE PHILODRILL CORPORATION
Balance Sheets
(Unaudited) {Audited)
September 30 December 31
2006 2005
ASSETS
Current Assets
Cash 16,558,318 8,692,353
Recelvables 39,337,647 26,753,828
Crude cll inventory 6,119,867 1,954,754
Advances to related companies - net 0 39,503,358
Other current assets 127,553 166,611
Total Current Assets 62,143,385 77,070,904
Noncurrent Assets
Property and equipment - net 277,460,120 296,420,442
Investment Property 325,957 325,957
Investments - Assoclates 207,483,255 929,398,112
Avallable-for-sale Investments 102,104,207 84,555,279
Advances to related companies - net 34,645,205 26,677,076
Defarred oll exploration and development costs 814,798,261 805,248,819
Other noncurrent assets 60,258,619 73,322,098
Total Noncurrent Assets 1,497,075,624 2,215,947,783
TOTAL ASSETS o 1,859,219,009 2,293,018,687

LIABILITIES AND STOCKHOLDERS' EQUITY
Liabilites

Loans payable 27,259,206 28,248,902
Trade and other payables 54,502,046 418,725,702
Current portion of long-term debt 82,724,515 84,887,965
Advances from related companies 71,333,253 257,595,614
Dividends payable 5,013,853 5,013,853
Subscri ble 1,662,742 1,662,742
Total Current Liabilities 242,495,615 496,234,778
Noncurent Liabilities
Penslon Hability 659,815 659,815
Total Noncurent Liabllities 659,815 659,815
Total Liabilities 243,155,430 496,894,593
Stockholders' Equity
Capital stock - P1 par value
Authaorized - 1.55 billion shares

lssued 1,527,632,861 1,482,073,379

Subscribed 7,311,158 52,870,637

Subscriptions receivable {1,157,679) (2,112,497)
Treasury Stocks {29,862,557) 0
Pald in capital from sale of treasury 1,913,320 0
Share in associate's revaluation increment 0 294,860,608
Unrealized losses on decline in market value .

of investments {111,830,953) {129,737,028)

Retained Eamings (77,942,569) 98,168,985
Total Stockholders” Equity 1,316,063,579 1,796,124,094

TOTAL LIABILITES AND STOCKHOLDERS® EQUITY 1,559,219,009 2,293,018,687
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THE PHILODRILL CORPORATION
Statements of Cash Flows
{Unaudited)
January 1 January 1
to Sept 30 to Sept 30
2006 2005
CASH FLOWS FROM OPERATING ACTIVITIES
Income (Loss) before income tax {176,111,553) {8,872,066)
Adjustments for:

Depletion, depreciation and amortization 2,179,759 2,979,156

Equity in net losses (eamings) of assoclates - net {1,928,250) {15,023,147)
Operating loss before warking capital changes {175,860,044) (20,916,057)
Decrease (increasa) in:

Receivables (12,583,819) (4,868,371)

Crude oll inventory '(4,165,112) 1,518,730

Other current assets 39,056 {16,144)
Increase In accounts payable and accrued expenses {250,486,017) 63,431,704
Net cash from {used in) operating activities {443,055,937) 39,149,863
CASH FLOWS FROM INVESTING ACTIVITIES
Cash dividends received 0 9,280,555
Reductlons In (additions to):

Property and equipment 16,780,563 (3,194,895)

Deferred oll exploration and development costs {9,549,440) (7,932,860)

Advances to affiliated companies - net 29,131,485 (1,920,679)

investments 724,200,253 (13,755)

Other noncurrent assets 15,467,222 {3,758,626)

Share In affiliates’ revaluation increment {294,860,608) 0
Net cash from (used in) investing activities 481,169,476 {7,540,259)
CASH FLLOWS FROM FINANCING ACTIVITIES
Payments of:

Loans payable (3,253,146) {33,055,106)
Acquisition of treasury stock (40,712,557) 0
Sale of treasury stock 12,763,320 0
Proceeds from subscriptions recelvable 954,809 413
Net cash from {used in) financing activities {30,247 ,574) (33,058,693)
NET INCREASE (DECREASE) IN CASH 7,865,965 {1,449,089)
CASH, BEGINNING 8,692,353 3,286,916

CASH, ENDING

16,558,318 1,837,826
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THE PHILODRILL CORPORATION
Staternent of Changes In Stockholders® Equity
Jan-Sept 2006  Jan-Sept 2005
CAP{TAL STOCK - P1 par value
Authorired - 1.65 blllion shares
ssued
Balance at the beginning of year 1,482,073,379 1,482,086,842
tssuances for the perfod 45,559,482 6,537
Adjustments
Balanca at end of third quarter 1,527,632,861 1,482,073,379
Subscribed
Balance at the beginning of year 52,870,637 52,8771474
issuances for the period (45,559,481) (6,536)
Adjustments _
Balance at end of third quarter 7,311,156 52,870,638
Subscriptions recelvable
Balance at the beginning of year {2,112,899) (2,412,899}
Collection of subscriptions receivable 955,220 412
Balance at end of third quarter (1,157.679) {2,112,487)
Treasury Stocks
Balance at the beginning of the year 0 1]
Acquisition of treasury stock (40,712,557} 1]
Sale of treasury stock 10,850,000 0
Balance at end of third quarter ' (29,862,557) 0
Paid in capital from sale of treasury stock
Balance at the beginning of the year 0
Premlum {discount) from sale of treasury stock 1,913,320
Balance at end of third quarter 1,913,320 0
Share In Affiliate’'s Revaluation Incremont
Balance at the beginning of year 294,660,606 294,860,606
Adjustments (294,860,608) 0
Balance at end of third quarter 0 294,860,606
Unrealized Losses on Decline in
Market Value of Long-term Investments
Balance at the beginning of year {129,737,028) (158,419,567)
Adjustments 17,808,075 28,307,584
Batance at end of third quarter (111,830,953) {130,111,983)
Retalned Eamings
Balance at the beginning of year 98,168,985 61,082,789
Net income (loss) for the period {176,111,553) {8,872,0566)
Balance at end of third quarter (77,942,568) 52,180,723
Total Stockholders® Equity 1316,063,580 1,749,770,878
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The financial Company, which inchads the share in the assets, liabilities, income
and expensés of the joint operations covered by the SCs and GSECs as discussed in Notes 2 and
7, bave been prepared in compliance with accounting principies generally accepted in the
Philippines (Philippice GAAP), &s set forth in Philippine Financial Reporting Standards (PFFRS).
These are the Company’s first financial statements prepared in compliance with PFRS.

MWMEWMMMMJLZWNWM.
Statemeots of Financial Accounting Standards (SFAS) and Statements of Financial Accounting

"¢ Tbe Company applied PFRS 1, First-time Adoption of Philippine Firiancial Reparting Standards,
" 'in'preparing the financial statements, with January 1, 2004 as the date of transition. The

Company applied the accounting policies set forth below to all the years presented except those
pertaining to financial instruments. An explanation of bow the adoption of PFRS has affected the
reported financial position, financial performance and cash flows of the Company is provided in
Note 4. ' -

The financial statements of the Company have been prepared on a historical cost basis, except for
available-for-sale investments which are measured at fair value and erude oil inventory which is
valued at market. The financial statzments ave presented in Philippine pesos, which is the
Company"s functional and presentation currency under PFRS. All values are rounded to the

- mearest peso except as otherwise indicated.

ignificant ing Jud

Judgments

In the process of applying the Company’s eccounting policies, management has made the
ﬁ:lbwingjudgnmapatﬁvmﬂmschmhhgaﬁmaﬁum,wﬁiebhawlﬁsmﬁyﬁﬁm
effect on the amounts recognized in the financial statements:
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As of December 31, 2005 and 2004, wells, platforms and other facilities emounted to
P294.6 million and B293.9 million, respectively (sze Note ).

Deferred income tax assels
The Cormpany reviews deferred tax assets at each balance sheet date and recognizes these w the
extent that it is probable that sufficient taxable profit will be available to allow all or part of the
deferred tax assets to be wtilized. No deferred tax assets were recognized in 2005 and 2004,
Defeired income tax assets amounting to £60.9 million and £53.9 million in 2005 and 2004,
respectively, have not been recognized since management believes that the carryforward benefit
would not be realized prior to its expiration (see Note 23).

Pension and other retirement bencfits

The determination of the Company's obligation and cost for pension benefits is dependent on
their selection of certain assumptions used by actuaries in calculating such amounts. The
assumed discount rates were determined using the market yields on Philippine government bonds
with terms consistent with the expected employee benefit payout as of balance sheet dates. The
overall expected rate of retum on assets is determined based on the market prices prevailing on
that date, applicable to the period over which the obligation is to be settled. In accordance with
PAS 19, Employee Benefits, actual results that differ from the Company”s assumptions are
acamuhmdmdamor&edmﬁMmpaiodsandﬂmfom,gunmllyaﬁedﬂwCompany's
recogized expense and recorded obligation in such future periods. While management believes
that its assumptions are reasonable and appropriate, significant differences in actual experience or
significant changes in the assumptions may materially affect the Company”s pension and other
retirement obligations. Pension expense amounted to B1.3 million in 2005 and 9.8 millicn in
2004. Pension lisbility amnounted to £0.7 million as of December 31, 2005 (see Note 22).
Pension asset amounted to B0.6 million as of December 31, 2004 (see Note 22),

Estimating useful lives of property and equipment

The Company estimates the aseful lives of property and equipment based on the period over
which assets are expected to be available for use. The estimated useful lives of property and
equipment are reviewed periodically and are updated if expectations differ from previous
estimates due to physical wear and tear, technical or commercial obsolescence and legal or other
limits on the use of the assets. In addition, the estimation of the useful lives of property and
equipment is based on collective assessment of internal technical evaluation and experience with
similar assets. It is possible, however, that future results of operations could be materially
affected by changes in estimates brought about by changes in the factors and circumstances
mentioned above, As of December 31, 2005 and 2004, the aggregate net book values of property
and equipment amounted to $296.4 million and P296.5 million, respectively.

Impairment of Available-for-Sale Investments

An impainment issue ariscs with respect to available for sale investments when there is objective
evidence of impairment, which involves significant judgment. In applying this judgment, the
Company evaluates the financial health of the issusy, among others, In the case of available-for-
sale equity instruments, the Company cxpands its analysis to consider changes in the issuct’s
industry and sector performance, legal and regulstory framework, changes in teckmology and
other factors that affect the recoverability of the Company’s investments. Fair vatue of available-
for-sale investments amounted to #84.6 million as of December 31, 2005. No impairment losses
were recognized in 2005.

(0 ERE0EEEHRER




31

and
All loans.and borrowings are initially recognized at the fair value of the consideration
received less directly attributable transaction costs.

After initial recognition, interest-bearing loans and borrowings are subsequently measured at
amortized cost using the effective interest method.

Gains and losses are recognized in the statements of income when the liabilities are
derecognized as well as through the amortization process.

erecognition inancial Assets and Liabiliti

Findncial A
A financial asset (or, where applicable a part of a financial asset or part of a group of similar

financial assets) is derecognized where:

o the rights to receive cash flows from the asset have expired;
the Company retains the right to receive cash flows from the asset, but has assumed an
obligation to pay them in full without material delay to a third party under a ‘pass-through’
arrangement; or )

¢ the Company has transferred its rights to receive cash flows from the asset and either (a) has
transferred substantially all the risks and rewards of the asset, or (b) has neither transferred
nor retained substantizlly all the risks and rewards of the asset, but has transferred contro| of
the asset.

Where the Company has transferred its rights to receive cash flows from an asset and has neither
transferred nor retained substantially all the risks and rewards of the"asset nor transferred contro}
of the asset, the asset is recognized to the extent of the Company's continuing involvement in the
asset.

Financial Liabilities

A financial liability is derecognized when the obligation under the liability is discharged or
cancelled or has expired.

Where an existing financial liability is replaced by another from the same lender on substantially
different terms, or the terms of an existing liability are substantially modified, such an exchange

or modification is treated as a derecogaition of the original liability and the recognition of a new
liability, and the difference in the respective carrying amounts is recognized in profit or loss.

g B
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Vrrrmn tam mmt nF W Finaneiol Accery. Lo

foapai { Finsncial A
The Company assesses at each balance sheet date whether a fmancial asset or group of financial
assets is impatred.

Assets Carried ot Amortized Cost

If there is objective evidence that an impairment loss on loans and receivables carried at amortized
cost has been incurred, the amount of the Joss is measured as the difference between the asset’s
canvying amount and the present value of estimated future cash flows {excluding future credit
losses that have not been incurred) discounted at the financial asset’s original effective interest
rate (i.e., the effective interest rate computed at mitial recognition). The carrying amount of the
asset shall be reduced either directly or through use of an allowance account. The amount of the
loss shal] be recognized in profit or loss.

The Company first assesses whether objective evidence of impairment exists individually for
fingncial assets that are individually significant, and individually or collectively for financial
assets that are not individually sigoificant. If it is determined that no objective evidence of
mmmmtexm&fmmm&wdmﬂyasmedﬁmcmlasﬂ.wbcﬁasngmﬁmtwmmem
is included in a group of financial assets with similar credit risk characteristics and that group of
financial assets is collectively assessed for impairment. Assets that are individuatly assessed for
impairment and for which an impairment loss is or continues to be recognized are rot included in
a collective assessment of impairment.

If, in a subsequent period, the amount of the impainment loss decreases and the decrease
can be related objectively to an event occurring after the impairment was recognized, the
previously recognized impairment loss is reversed. Any subsequent reversal of an
impairment loss is recognized {n the statement of income, to the extemt that the carrying
value of the asset does not exceed its amortized cost at the reversal date.

Assets Carried at Cost

If there is objective evidence that an impairment loss on an unquoted equity instrument that
is not carried at fair value because its fair vajue canuot be reliably measured, or on a derivative
asset that is linked to and must be settled by delivery of such an unquoted equity instrument
has been incurred, the amount of the loss is measured as the difference between the asset’s
carrying amount and the present value of estimated future cash flows discounted at the
current market rate of return for a similar financial asset.

Available-For-Sale Financial Assets

- 1f an available-for-sale financial asset is impaired, an amount comprising the difference
between its cost (net of any principal payment and amortization) and its current fair value, less
any impairment loss previously recognized in profit or loss, is transferred from equity to the
statement of income. Reversals in respect of equity instrumems classified as available-for-sale
are not recognized in profit. Reversals of impairment lesses on debt instruments are reversed
through profit or loss, if the increase in fair value of the instrument can be objectively related
to an event occurring after the impairment loss was recognized in profit or loss.

B AE AR




The carrying amount of the replaced part regardless of whether the replaced part had been
depreciated separately is derccognized if an entity recognizes in the carrying amount of an item of
property and equipment the cost of a replacement for part of the jtem. If it is not practicable for
an entity to determine the carrying amount of the repleced part, it may use the cost of the
replacement as an indication of what the cost of the replaced part was at the time it was acquired
or constructed.

When each major inspection is performed, its cost is recognized in the cammying amount of the
item of property and equipment as a replacement if the recognition criteria are satisfied

Depletion of wells, platforms and other facilities are provided on & ficld basis under the unit-of-
production method based upon estimates of proved reserves. The depletion base includes the
estimated future development cost of the undeveloped reserves. Depreciation of other property
and equipment is computed using the straight-line method over the estimated useful lives of the
assets as follows:

: Number of
- Category Yemrs
Office condominium
units and improvements 20
Transportation equipment 5
Office furniture, fixtures and equipment 5

The useful lives and depletion and depreciation methods are reviewed periodically to ensure that
the periods and methods are consistent with the expected pattern of economic bencfits from items
of property and equipment. ‘

When assets arc retired or otherwise disposed of, the cost, related accurnulated depletion and,
depreciation, and any allowance for impairment are removed from the accounts and any gain or °
loss resulting from their disposals is credited to or charged against incorne.

Impairments or losses of items of property and equipment, related claims for or payments of
compensation from third parties and any subsequent purchase or construction of replacement
assets are separate economic events and are accounted for separately.

estments in Associates
The Company's investments in associates are accounted for under the equity method of
accounting. Ap associate is an entity in which the Company has significant influence and
which is neither a subsidiary nor a joint venture.

Under the equity method, the investment in the associate is carried in the balance sheets at
cost plus post-acquisition changes in the Company’s share of net assets of the associate.
Goodwill relating to an associate is incleded in the carrying amount of the investment and is
not amortized. After application of the equity method, the Company determines whether it is
necessary to recognize any additional impairment loss with respect to the Company’s nct
investment in the associates. The statement of income reflects the share of the results of

INETRE
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operations of the associates. Where there has been a change recognized directly in the equity
of the associate, the Company recognizes its share of any changes and discloses this, when
applicable, in the statements of changes in stockholders’ equity.

The reporting dates of the associates and the Company are identical and the associates’
accounting policies conform to those used by the Company for like transactions and events in

similar circumstances.

The following investments in associates are accoumted for using the equity method:

Percentage of Qwnership
2005 2004
PemtaCapital Investments Corporation (PentaCapital) 40.00 40.00
PentaCapital Holdings, Inc. (Penta Holdings) 1321 1321
EDSA Properties Holdings Inc. (EPHI) 5.08 5.08

Interest in jointly controlled assets is accounted for by recognizing in the financial statements the
Company’s share in the jointly controlled assets and included principally in the “Wells, platform
and other facilities” and “Deferred oil exploration costs™ accounts in the balance sheets and any
liabilities incurred jointly with the other venturers as well as the related revenues and expenses of
the joint venture. The Company also recognizes the expenses which it has incurred in respect of
its interest in the joint venture and the related Liabilities.

i !
The Company follows the full cost method of accounting for exploration costs determined on the
basis of each SC/GSEC area. Under this method, all exploration costs relating to eack SC/GSEC

- are deferred pending determination of whether the contract area contains oil and gas reserves in

commercial quantities. The exploration costs relating to the SC/GSEC area where oil and gas in
commercia) quantities are discovered are subsequently capitalized as “Wells, platforms and other
facilities” shown under the “Property and equipment™ acoount in the balance sheets upon

commercial production. When the SC/GSEC is permanently abandoned or the Company bas
withdrawn from the consortium, the related deferred oil exploration costs are written-off. SCs

and GSECs are considered permanently abandoned if the SCs and GSECs have expired and/or
there are no definite plans for further exploration and/ar development.

Investment Properties

Investment properties are measured initially at cost, incliding transaction costs. The carrying
amount includes the cost of replacing part of an existing investment property at the time that
cost is incurred if the recognition criteria are met; and excludes the costs of day-to-day
sefvicing of an investment property. Subsequent to initial recognition, investment properties
are carried at cost less accumulated depreciation and eccumulated mpamnmt in value.

Investment properties are derecognized when cither they have been disposed of or when the
investment property is permanently withdrawn from use and no future economic benefit is
expected from its disposal. Any gains or losses on the retirement or disposal of an
investment property are recognized in the statement of income in the year of retirement or

disposal.

L LT




Transfers are made to investment property when, and only when, there is a change in use,
evidenced by ending of owner-occupation, commencement of an operating lease to another
party or ending of construction or development. Transfers are made from investment
property when, and only when, there is a change in use, evidenced by commencement of
owner-occupation or commencement of development with a view 1o sale.

Provisions

Provisions are recognized when the Company has a present obligation (legal or constructive) as
a result of a past event, it is probable that an outflow of resources embodying economic
benefits will be required to settle the obligation and a reliable estimate can be made of the
amount of the obligation. Where the Company expects some or all of a provision to be
reimbursed, for example under an insurance contract, the reimbursement is recognized as a
separate asset but only when the reimbursement is virtually certain. The expense relating to
any provision is presented in the statement of income net of any reimbursement. If the
effect of the time value of money is material, provisions are discounted using a current pre-
tax rate that reflects, where appropriate, the risks specific to the liability. Where discounting
is used, the increase in the provision due to the passage of time is recognized as a borrowing
cost.

Revenue

Revenue is recognized to the extent that it is probable that the economic benefits will flow to the
Company and the revenue can be reliably measured. The following specific recognition criteria
must also be met before revenue is recognized:

Sale of goods
Revenue from petroleum operations is recognized as income at the time of production.

Rental income
Rental income is accounted for on a straight-line basis over the related lease terms.

Interest income
Interest is recognized as it accrues taking into account the effective yield on the asset.

Dividends
Dividend income is recognized when the right to receive the payment is established.

Bomrowing Costs

Borrowing costs gencrally are expensed as incurred. Borrowing costs are capitalized if they are
directly attributable to the acquisition or construction of a qualifying asset. Capitalization of
bormowing costs commences when the activities to prepare the asset are in progress and
expenditures and borrowing costs are being incurred. Bomrowing costs are capitalized until the
assets are substantially ready for their intended use. If the carrying amount of the asset exceeds
its estimated recoverable amount, an impairment loss is recorded.

[ BRI
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Pepsion Benefits

The Company has a defined benefit pension plan which requires contributions to be made to
a separately administered fund. The cost of providing benefits under the defined benefit plan
is determined using the projected unit credit actuarial valuation method. Actuarial gains and
losses are recognized as income or expense when the net cumulative unrecognized actuarial
gains and losses for each individual plan at the end of the previous reporting year exceeded
10% of the higher of the defined benefit obligation and the fair value of plan assets at that
date. These gains or losses are recognized over the expected average remzining working
lives of the employees participating in the plans.

The past service cost is recognized as an expense on a straight-line basis over the average
period until the benefits become vested. If the benefits are already vested immediately
following the introduction of, or changes to, a pension plan, past service cost is recognized
immediately.

~ The defined benefit liability is the aggregate of the present value of the defined benefit

" obligation and actuarial gains and losses not recognized reduced by past service cost not yet
recognized and the fair value of plan assets out of which the abligatioas are to be settled
directly. If such aggregate is ncgative, the asset is measured at the lower of such aggregate or
the aggregate of cumulative unrecognized net actuarial losses and past service cost and the
present value of any economic benefits available in the form of refunds from the plan or
reductions in the fiture contributions to the plan.

past service cost and the present value of any economic benefits available in the form of

losses of the current period and past service cost of the current period are recognized
immediately to the extent that they exceed any reduction in the present value of those economic
benefits. 1f there is no change or an increase in the present value of the economic benefits, the
entire tet actuarial losses of the current period and past service cost of the current period are
recognized immediately. Similarly, net actuarial gains of the current period after the deduction of
past service cost of the current period exceeding any increase in the preseot value of the economic
benefits stated above are recognized immediately if the asset is measured at the aggregate of
cumulative unrecognized net actuarial losses and past service cost and the present value of any
ecanomic benefits available in the form of refunds from the plan or reductions in the future
contributions to the plan. If there is no change or a decrease in the present value of the economic
benefits, the entire net actuarial gains of the current period after the deduction of past service cost of
the current period are recognized immediately.

Leases
The determination of whether an arrangement is, or contains a lcase is based on the
substance of the arrangement and requires an assessment of whether the fulfillment of the
arrangement is dependent on the use of a specific asset or assets and the arrangement
conveys a right to use the asset.
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Company as a Lessor
Leases where the Company retains substantially all the risks and benefits of ownership of the

asset are classificd as operating leases. Initial direct costs incurred in negotiating an
operating lease are added to the carrying amount of the leased asset and recognized over the
lease term on the same basis as rental income,

Income Taxes

Cwrrenf income tax

Current income tax assets and liabilities for the current and prior periods are measured at the
amount expected to be recovered from or paid to the taxation authorities. The tax rates and tax
laws used to compute the amount are those that are enacted or substantively enacted by the
balance sheet date.

Deferred income tax
Deferred income tax is provided using the balance sheet Jiability method on temporary
differences at the balance sheet date between the tax bases of assets and liabilities and their

i “carrying amounts for financial reporting purposes.
- Deferred income tax liabilities are recognized for all taxable temporary differences, except:

& where the deferred income tax liability arises from the initial recognition of goodwill or
of an asset or liability in a transaction that is not a business combination and, at the time

of the transaction, affects neither the accounting profit nor taxable profit or loss; and

" -® inrespect of taxable temporary differences associated with investments in subsidiaries,
~ associates and interests in joint ventures, where the timing of the reversal of the
temporary differences can be controlled and it is probable that the temporary differences
will not reverse in the foresesable future. _

.Deferred income tax assets are recognized for all deductible temporary differences,
- carryforward of unused tax credits and unused tax losses, to the extent that it is probable that
taxable profit will be available against which the deductible temporary differences, and the
carmyforward of unused tax credits and unused tax losses can be utilized cxcept:

¢ where the deferred income tax asset relating to the deductible temporary difference arises
from the initial recognition of an asset or liability in a transaction that is not a business
combination and, at the time of the transaction, affects neither the accounting profit nor
taxable profit or loss; and

¢ in respect of deductible temporary differences associated with investments in subsidiaries,
associates and interests in joint ventures, deferred income tex assets are recognized only
to the extent that it is probable that the temporary differences will reverse in the

foresecable future and taxable profit will be available against which the temporary

differences can be utilized.




The carrying amount of deferred income tax assets is reviewed at each balance sheet date and
reduced to the extent that it is no longer probable that sufficient taxable profit will be
available to aliow all or part of the deferred income tax asset to be utilized, Unrecognized
deferred income tax assets are reassessed at cach balance sheet date and ase recognized to the
extent that it has become probable that future taxable profit will allow the deferred income

tax asset to be recovered.

Deferred income tax assets and liabilities are measured af the tax rates that are expected to
apply to the year when the asset is realized or the liability is settled, based on tax rates (and tax
laws) that have been enacted or substantively enacted at the balance sheet date,

Income tax relating to ftems recognized directly in equity is recognized in the statements of
changes in stockholders’ equity and not in the statemeats of income.

Deferred income tax assets and deferred income tax lisbilities are offset, ifa legally
enforceable right exists to sct off current tax assets against current tax lisbilities and the
deferred taxes relate to the same taxable entity and the same taxation suthority.

Conti .
Contingent tiabilities are not recognized in the financial statements. These are disclosed unless
the possibility of an outflow of resources embodying economic benefits is remote. Contingent

assets are not recognized in the financial statements but disclosed when an inflow of ecanomic

benefits is probable. ‘

Ezamings (I oss) Per Common Share

Basic eamings (loss) per common share are computed by dividing net income (loss) for the year
by the weighted average number of common shares issued and outstanding during the year, after
reyoactive adjustments for any stock dividends declared.

Business Segments
memmpmmm&mmkmimmwpemm&uingﬂn
nature of its activity.

Events After the Batance Sheet Date

Post year-end events that provide additional information about the Company’s position at the
balance sheet date (adjusting events) are reflected in the financial statements. Post year-cad
events that are not adjusting events are disclosed in the notes to financial statements when
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ANNUAL REPORT PURSUANT TO SECTION 17 OF THE SECURITIES REG

SECURITIES AND EXCHANGE COMMISSIO
SEC FORM 17-Q

AND SECTION 141 OF THE CORPORATION CODE OF THE PHILIPPINES.

1.

2.

10.

For the quarterly period ended March 31, 2007
SEC Identification Number: 38683
BIR Tax ldentification No.: 041-000-315-612

Exact name of registrant as specified in its charter :
THE PHILODRILL CORPORATION

Philippines 6. {SEC Use Only}
Province, Country or other  Industry Classification Code
jurisdiction of incorporation
or organization

8th Floor, Quad Alpha Centrum, 125 Pioneer Street, Mandaluyong City 1550
Address of principal office Postal Code

(632) 631-8151/52
Registrant's telephone number, including area code

Not Applicable

Securities registered pursuant to Sections 8 and 12 of the SRC, or Sec. 4 and of the RSA

Number of Common
Stock Outstanding
153,494,401,600




Amouni of Debt Qutstanding
Total Liabilities P123,133,430

1. Are any or all of these securities listed on the Philippine
Stock Exchange.

Yes [x) No [ ]
12 Check whether the issuer

(3) hasfiled all reports required lo be filed by Section t1of the SRC and SRC Rule
17 thereunder or Section 11 of the RSA and RSA Rule 11(a})-1 thereunder, and
Sections 26 and 141 of the Corporation Code of the Philippines during the
preceding 12 months (or for such shorter peried that the registrant was required
to file such reports);

Yes [x] No [ ]

(b)  has been subject to such filing requirements for the past 30 days.
Yes [x]) No [ ]
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1.
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16.

There were NO changes in the estimates of amounts reported in prior financiat year
(2006), which had a material effect in the cumrent interim period (01 January to 31 March

2007).

There were NO issuances, repurchases and repayments of debt and equity securties
during the current interim period (January 1 to March 31, 2007).

There were NO dividends paid on any Company share during the interim period (January
1 to March 31, 2007).

The Company does not generale revenues from any particular segment and its business
is not delineated into any segment, whether by business or geography. The Company is
not required to disclose segment information in its financia! statements.

Up to the time of filing of this quarterly report, there were NO material events subsequent
to the end of the interim period (January 1 to March 31, 2007) that have not been reflected
in the financial statements for said interim period, EXCEPT as disclosed below:

The Company acquired 100% of the capital stock of Phoenix Gas & Oil Exploration
Corporation last May 2, 2007.

There were NO changes in the composition of the Company during the interim period
{January 1 to March 31, 2007) and there were NO business combinations, acquisition or
disposal of subsidiaries and long-term investments, restructurings and discontinuance of
operations during said interim period.

The Company has NO contingent liabilities or contingent assets as of its iast annual
balance sheet date (December 31, 2006) and as of end of current interim period (March
31, 2007).

There are NO malerial contingencies and any other events or lransactions that are
malerial to an understanding of the cument interim period (January 1 to March 31, 2007).




Item 2. Management's Discussion and Analysis of Financial Condition and Results of Operations.

Financial Performance

Revenues for the first quarter ended March 31, 2007 decreased by P6.0 million or 12.4% to P42.6
million from P48.7 million for the same period last year. Pefroleum revenue declined by P3.3
million or 7.9% due to lower crude prices. The average price per barrel for the first quarter of 2007
was $51.658 as compared to $54.51 for the same period last year. The combined production from
Nido and Matinloc wells totaled 49,296 barrels for the quarter ended March 31, 2007, around 6%
fower than the 52,604 barrels produced for the same period last year. Equity in net eamings of
associate increased by P0.8 miliion or 104% due to the higher level of income booked by Penta
Capital Invesiment Corporation. Miscellaneous income decreased by P2.7 million or 72% mainly
due to the EPHI cash dividend income booked during the first quarter of 2006 which was later
reversed due to the sale implemented in June 2006. Interest income decreased by P1.4 million or
59% due to lower income accrued on noles receivable for the interim period ended March 31,
2007. Foreign exchange gains (losses) reflected a net gain of P0.068 million for the first quarter of
2007 as compared to net loss of P0.4 million for the same period lasi year.

Total costs and expenses decreased by P3.2 million from P41.2 million for the first quarter of 2006
to P38.0 million for the first quarter of 2007. Interest and financing charges decreased by P10.7
million or 74% due to the lower fevel of borowings. Operating costs increased by 21% due to the
higher level of production cost. The company's net income amounted to P4.6 million for the first
quarter of 2007 as compared with a P74 million for the same period last year.

The Company's top five (5) key performance indicators are as follows:

March 31, 2007 Dec. 31, 2006

Curment Ratio 1.13:1 0.74:1
Current Assets 137,699,453 131,245,444
Cument Liabilities 122,179,331 176,403,928
Debt fo Equity Ratio 0.09:1 013:1
Total Liakilities 123,222 467 177,447,064
Stockholders Equity 1,385,362,803 1,375,005,958
Equity to Debt Ratio 11.24:1 1.75:1 .
Stockholders Equily 1,386,362,903 1,375,005,958
Total Liabilities 123,222 467 177 447,064




Book Value per Share 0.00903 0.00896
Stockholders Equity 1,385,362,903 1,375,005,958
Average shares outstanding 153,494,401,600 153,494,401,600

Income per Share 0.00003 0.00005
Nel Loss 4,614,703 7,456,591
Average shares gulstanding 153,434,401,600 153,494,401,600

*for the peviod January to March 2006.

The current ratio of 0.74:1 as of December 31, 2006 increased to 1.13:1 as of March 31, 2007,
The Company's current assets exceeded its cument liabilities by P15.5 million as of March 3,
2007, A portion of the “Investments™ account in the balance sheet consisis of shares of stock
which are listed with the Philippine Stock Exchange and which could be sold to meet the
Company’s obligations as might be called for by future circumstances. These shares of stock had
an aggregate market value of PE0.0 miflion as of March 31, 2007 and P111.9 milion as of
December 31, 2006. If these shares would be considered part of Current Assets, the recomputed
current ratio would be 1.62: 1 as of March 31, 2007 and 1.38:1 as of December 31, 2006.

The Company has NO majority-owned subsidiaries and as such, NO disclosure on performance
indicators was made.

Tolal assets decreased from P1.552 billion as of December 31, 2006 to P1.508 bitlion as of March
31, 2007. Receivables increased by P15.2 million or 19% due to the trade receivables from crude
deliveries to Pilipinas Shell booked as of March 31, 2007. Crude oil inventory decreased by P7.5
million or 60% due to lower level of crude oil booked as inventory as of March 31, 2007. Other
current assets increased by 5% due to additional purchases of office supplies. Available-for-sale
investments decreased by P51.7 million or 40% mainly due to the sale of shareholdings in Anglo
Philippine Holdings Corporation (APHC). Other noncurent assets decreased by P0.05 million or
5% due to the amortization of other defemed charges.

Total cumrent liabiliies decreased by P54.2 million from P176.4 million as of December 31, 2006 to
P122.2 million as of March 31, 2007. Loans payable, trade and other payables and advances from
relaled companies decreased by 100%, 39% and 51% respectively, due to the setiement of some
accounts during the penod.

Stockholders’ equity increased by P10.4 million from P1.375 billion as of December 31, 2006 to
P1.385 billion as of March 31, 2007. The valuation reserve pertaining o the company's listed stock
investments was adjusted from P82.8 million as of December 31, 2006 to P77.1 million as of




March 31, 2007. The company's deficit decreased by P4.6 million due to the net income booked
for the first quarter of 2007.

Discussion and Analysis of Material Events and Uncertainties

In general, Management is not aware of any material event or uncertainty that has affected the
current interim period and/or would have a material impact on future operations of the Company.
The Company will continue to be affected by the Philippine business environment as may be
influenced by any local/regional financial and political crises.

1.

There are NO known trends, demands, commitments, events or uncertainties that have or
are reasonably likely to have material impact on the Company's liguidity. Should the
Company’s cash position be not sufficient to meet curent requirements, the Company
may consider: a) collecting a portion of accounts receivables; b) sefling a portion of its
existing investments and assets and ¢) generating cash from loans and advances.

There are NO events that will trigger direct or contingenl. financial obligation that is
matenal to the company, including any default or acceleration of an obligation.

There are NO material off-balance shee! transactions, arangements, obligations
(including contingent obligations), and other relationships of the company with
unconsolidated entities or other persons created during the reporting period.

The Company has NO material commitments for capital expenditures, except for the
Company's share in the exploration and development expenditures in the SCs and
GSECs. The Company expects to be able to fund such expenditures from the possible
sale of a portion of its investments and/or assets, or to avoid incuming these expenditures
altogether by way of farm-outs.

There are NO known trends, evenls or uncertainties that have had or are reasonably
expected to have a material impact on the revenues or income of the Company from

continuing operations.

There are NO significant elements of income or loss that did not arise from the Company’s
continuing operations.

There have been NO material changes from peried o period in one or more line ilems of
the Company’s financial slatements, except those discussed below:




Cash decreased by P1.4 million or 27. 2% due to payment of accounts,

Receivables increased by P15.2 million or 19% due to additional trade receivables
booked as of March 31 . 2007,

Other current assets increased by P7,351.00 or 5.4%.

Other noncurrent assets decreased by P0.054 million or 5.2% due to the amortization
of ather defermed charges during the interim period,

Unrealized losses on decling in marke! vafye of investments decrease by P5.7 million
or 6.9% due to the adjustment in the valuation reserve pertaining to the listeg stock
investments of the Company.

production volume. Total Praduction for the firs quarter of 2007 was 49,206 barrels as
Compared lo 52,604 barrels for the same period fast year. :

Equily share in ney eamings of associates increased by PQ 8 miflion due o higher
level of income of Penta Capital Investment Corporation for the inte im period,




3.0 Service Contract 6B {Bonita)

Exploration activities on the Bonita Block remain suspended. Promotion of the block 1o potential
pariners is being pursued.

4.0 Service Contract No. 14 (Nido and Matinloc Production Blocks)

Production and Operations Review

1s! Quarter 2007 Crude Oil Production Summary

(in barrels)
Nido Matinloc Total
January 0 7,951 7,951
February 12,288 9,233 21,521
March 12494 7,323 19,817
24,782 24 507 49,289
Total

Total 1% quarter 2007 production from the two fields decreased to 49,269 barrels from the 57,645
barels produced during the preceding quarter. The Nido Field's output for January 1 - 4, 2007
was included in the field's December 2006 lifted volume.

The consortium completed 4 shipments to Pilipinas Shell during the 13 quarter of 2007, involving
24 782 barrels of crude from Nido and 24,507 barrels from Matinioc.

Nido —1X1 Proposal

PHILODRILL has provided Venturoil, a start-up company, with technical data on the Nido 1X1
structure which they will evaluale. They are also reviewing dala on the other areas of SC 14 and
the Cadlao area under the cover of confidentiality.




5.0 Service Contract No. 14 C-1 (Galoc)

During the first quarter of 2007, block operator Galoc Production Company (GPC) continued with
their preparations for the forthcoming Galoc development drilling program scheduled for the 34
quarter 2007. They are cumently finalizing contracts for the installation of subsea equipment.
Fabrication of the mooring-fiser system and process equipment is ongoing.

The drilling schedule continues to slip as the drilling rig availability has been moved back due to
delays in its other driling commitments. GPC recenlly reporied that the Energy Searcher may
become tied up with an additional well commitmentin Yemen.

From March 26 — 29, 2007, a GPC consultant conducted a review and sampling of the Galoc and
Octon cores as part GPC's drill mud optimization and formation damage studies.

GPC entered into a Crude Agency Agreement with Vitol for the markeling of their share of the
Galoc production and offered the same marketing arrangement to the other partners including
PHILODRILL.

6.0 Service Contract 14 C-2 (West Linapacan}

In January 2007, US-based Pitkin Petroleum Ltd. and the Singapore-based Pearl Energy Limited
submitted a joint fam-in proposal for West Linapacan Block for them to eam 70% parlicipating
interest in exchange for carmying the farming-out parties in the drilling of one exploration well.
PHILODRILL was autharized to give a counter-proposal to the farminees pattemed after the Galoc
deal, that is, a full carry to first ol for 75% participating interest.

PHILODRILL also received expressions of interest from Yilgam Gold Limited of Australia {o
evaluate the West Linapacan Block. Eventually, Yilgam and Pearl Qil decided not fo pursue their
interest while Pitkin submitted their revised farm-in proposal for the partners’ consideration.

Pitkin's farm-in proposal is essenlially a multi-phased approach to exploning the potential of the
block and developing existing and, if found, new fields in the area. For Phase 1, Pitkin offers to
conduct 3D seismic reprocessing and interpretation, pelrophysical and stratigraphic studies and
reservoir engineering, among others.  Phase 2 includes driling of 1 well, sub-sea facilities




inspection and reserves re-certification which are all at the discretion of the farminee. Phase 3 of
the proposal will involve the development of one field up to commercial first oil*, again the conduct

ol which is at the discretion of the farminee.

The SC 14 partners have held and continues to hold meetings to discuss and agree on the merils
of the Pitkin proposal.

7.0 Service Contract No. 41 (Sulu Sea)

In their letter to block operator Tap (Philippines) Ply Lid daled 23 January 2007, the DOE
approved the extension of Contract Year (CY) 9 by a period of 12 months ending on 10 May 2008.
As a consequence of such CY 9 extension, CY 10 now commences on 10 May 2008 and ends an
10 May 2009. The DOE likewise approved the deferment of the 25% refinquishment of the originat
area after the conclusion of the 3D seismic data interpretation, as Tap requested, but not later than
end of 2007.

in February 2007, Tap entered inlo a farm-out agreement with Salamander Energy Pic. Under the
agreement, Salamander will eam 35% interesl in SC 41 by contributing to the cost of the forward
work program including the planned seismic acquisition and processing. Tap will refain 50% of its
ofiginal eamed 85%, as well as the operatorship of the block. The fam-out is conditional upon
each of the parties comprising the SC 41 cansortium signing a Deed of Assignment which Tap
circulated to the partners during the same month.

For the rest of the quarter, Tap and Salamander continued their preparations for the 3D seismic
dala acquisition which will commence sometime toward the end of April 2007, acquiring not less
than 600 sq km of data with Veritas as contractor using the vessel M/V Voyager.

8.0 Service Contract No. 53 {Onshore Mindoro}

Laxmi Organic Industries Lid. {LAXMI) reported that for the most part of the first quarter, they have
been integrating the results of the recently completed geochemical survey with geological and
geophysical data. The initial results of the geochemical sampling, alongside the ongoing satellite
imagery data reprocessing, validated a lot of the prospects previously identified in the Mindoro
Block. LAXMI presented the results of these works to the DOE and has negotialed that these




works be accepted as compliance for the Phase 1 work obligations of the consortium for the block
under the service confract.

Meanwhile, Lundin Petroleum expressed interest in the Onshore Mindoro block and has signed a
confidentiality agreement with LAXMI. Representatives of Lundin visited Manifa in March fo begin
due diligence work on the block.

9.0 SWAN BLOCK

In January, lead applican! PHILODRILL explored the possibility of including the SWAN Consortium
in Service Contracts 57 and 58 through a leiter to the PNOCEC. Under the proposed
participation set-up, PHILODRILL will get 15% carvied interest in each of SCs 57 and 58 to be
taken from PNOC-EC’s caried interests. In exchange, PHILODRILL will assign to PNOC-EC 5%
participating interest in SC 14C West Linapacan Block. One advaniage of the proposed
amangemenl is that both the SC 57 and SC 58 consortia will gain from the cost recovery pool of
about $23 MM that the SWAN Block will be contributing, as well as gain access to PHILODRILL's
extensive database on the SWAN Block.

PNOC-EC have agreed in principle to the mechanism of the agreement but have asked that they
be given ample time to conduct due diligence to valuate the 5% West Linapacan equity in order to
justify the 15% equity that they will give up in retum to the SWAN Block Consortium. As of end
March 20007, PNOC-EC was still conducting their evaluation studies.

PART I) - OTHER INFORMATION

There were NO items for disclosure that were not made under SEC Form 17C during the current
interim period (01 January to 31 March 2007).
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THE PHILODRILL CORPORATION
Statemonts of Income January 1 January 1
4. Alareh 34 _toMarch 31
14
THE PHILODRILL CORPORATION
Balance Sheets
{Unaudited) {Audited)
March 31 December 31
2007 2006
ASSETS
Current Assets
Cash & short term placements 3,814,098 5,239,364
Receivables 93,794,402 78,609,623
Crude oil inventory 4,901,854 12,409,228
Advances to affiliated companies - net 35,046,557 34,852,062
Other current assets 142,518 135,967
Total Current Assets 137,699,459 134,245,444
Noncurrent Assets
Property and equipment - net 280,284,078 281,348,210
Investment Property 164,209 164,209
Investments - Associates 204,960,072 203,337,072
Available-for-sale invesiments 76,455,583 128,141,879
Deferred oil exploration and devt costs - net 808,028,877 807,168,493
Other noncurrent assets 993,092 1,047,715
Total Noncurrent Assets 1,370,885,911 1,421,207,578
TOTAL ASSETS 1,508,585,370 1,552,453,022
LIABILITIES AND STOCKHOLDERS® EQUITY
Current Liabilities
Loans payable 0 21,415,114
Trade and other payables 19,053,199 30,996,338
Current portion of long-term debt 771,724,515 80,724,515
Advances from related companies 17,353,650 35,457,474
Dividends payable 5,013,853 5,013,853
Subscriptions payable 1,850,220 1,652,742
Income tax payable 1,143,894 1,143,894
Total Current Liabilities 122,179,331 176,403,928
Noncurrent Liabilities
Pension liability 1,043,136 1,043,136
Total Noncurrent Liabilities 1,043,136 1,043,136
Stockholders’ Equity
Capital stock - F0.01 par value
Authorized - 155 billion shares
Issued 1,527,652,861 1,527,632,861
Subscribed 7,291,155 7,311,165
Subscriptions receivable {1,153,679) (1,157,679}
Paid in capital from sale of treasury 1,624,012 1,624,012
Unrealized losses on decline In market value
of investments (77,069,020} (82,807,262)
Retained Eamings (72,982,426) (77,597,129)
Total Stockholders’ Equity 1,385,362,503 _ 1,375,005,958
TOTAL LIABILITES AND STOCKHOLDERS® EQUITY 1,508,585,370 1,552,453,022




17

THE PHILODRILL CORPORATION

Statement of Changes in Stockholders’ Equity

N — _ —_— . _March 2007 —_blarch 2006
16
THE PHILODRILL CORPORATION
Statements of Cash Flows
(Unaudited)
January 1 January 1
to March 31 to March 31
2007 2006
CASH FLOWS FROM OPERATING ACTIVITIES
Income {Loss) before income tax 4,614,703 7,456,591
Adjustments for:
Depletion, depreciation and amortization 1,132,931 702,643
Equity in net losses (eamings) of associates - net (1,623,000} {794,460)
Operating loss before working capital changes 4,124,634 7,364,775
Decrease (increase) in:
Recelvables (14,742,758) {12,071,186)
Crude oil inventory 7,607,345 1,007,759
Other current assets {7,351) 48,531
Increase in accounts able and accrued expenses 29,562,441 6,578,959
Net cash from (used in) operating activities ({32,680,570) 2,928,837
CASH FLOWS FROM INVESTING ACTIVITIES
Cash dividends received 0 0
Reductions in (additions to):
Property and eguipment {68,799) (108,532}
Deferred oil exploration and development costs {860,384) (1,498,199}
Advances to affiliated companies - net {186,546) 9,160,381
Investments 57,424,539 ]
Other noncurrent assets {879,870} (168,858)
Subscriptions payable 237,478 0
Share in affiliates’ revaluation increment 0 0
Net cash from {used in) investing activities 55,666,418 7,386,792
CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds {Payments) of: :
Subscriptions receivable 4,000 0
Loans payable {24,415,114) {989,696}
Net cash from (used in) financing activities (24,411,114) {989,696)
NET INCREASE (DECREASE) IN CASH {1,425,266) 9,325,933
CASH, BEGINNING 5,239,364 8,692,353
CASH, ENDING 3,814,098 18,018,286
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THE PHILODRILL CORPORATION
SCHEDULE D - INDEBTEDNESS OF UNCONSOLIDATED SUBSIDIARIES AND AFFILIATES
FOR THE QUARTER ENDED MARCH 31, 2007

Name of Affiliate Beginning Ending
Balance Balance
United Paragon Mining Corporation 27,669,463 27.863,958
Vulcan Industrial and Mining Corporation 1,397,559 4,397,559
Fi-Energy Corporation 4,753,762 4,753,762
Ocean Composite Yacht, Inc. 4,500,000 4,500,000
Pacific Rim Export Holdings, Corporation 1,114,118 1,114,118
Minoro Mining Corporation 1.031,278 1,031,278
40,466,180 40,660,675
Less-aliowance for doubtful accounts 5,614,118 5614,118

34,852,062 35,046,557
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» Amendments to PAS 39, Financial Instruments: Recogrition and Measurement,
(@) Amendiment for financial guarantee contracts; (b) Amendment for hedges of forecast
intragroup transactions; and (c) Amendment for the fair value option; and

s PFRS 6, Exploration for and Evaluation of Mineral Resources.

Among the new and amended standards, only the ameadmeats to PAS 19 and PFRS 6 have a
significant impact on the Company’s financial statements. Adoption of these new and revised
standards and interpretation did not have any effect on the financial statements of the Company.
~ They did, however, give rise to additional disclosures.

Amendments to PAS 19 requires additional disclosures on the financial statements to provide
information about trends in the assets and Liabilities in the defined benefit plans and the
aﬁmnpuonsundeﬂymgtheeompnnmdﬂledcﬁnedbmeﬁtcost. This change has no
recognition nmummqumpadasthe@mmychosemtmapplythemwopuonoﬁ‘mdm
mog:macumxalgamandlosswomdeofﬂnsmmofmwmc

PFRS 6 permits an entity to dovelop an accounting policy for exploration and evaluation of assets
without specifically considering the requircments of paragraphs 11 and 12 of PAS 8, Accointing
Policies, Changes in Accourtting Estimates and Errors. Thus, an entity adopting PFRS 6 may -
continue to use the accounting policics applied immediately before adopting the PFRS, incleding
existing recognition and measurement practices. The accounting policies previously adopted by
the Company are consistent with the provisions of PFRS 6. ' :

The Company did not early adopt the following standards and Philippine Interpretations fram the
Intemational Financial Reporting Interpretations Committee (IFRIC): '

e PFRS 7, Financial Instruments - Disclosures (effective for annual periods beginming on or
after Jaruary I, 2007). PFRS 7 introduces new disclosures to improve the information about
financial instraments. It requires the disclosure of qualitative end quantitative information
about exposure to risks arising from financial instruments, including specified minimum
disclosures about credit risk, liquidity risk and market risk, as well as sensitivity analysis to -
market risk. Tt replaces PAS 30, Disclasures in the Financial Statements of Banks and
Similar Financial Institutions, and the disclosure requirements in PAS 32, Financial
Instruments: Disclosure and Presentation. 1t is applicable to all entities that report under
PFRS; : :

o PFRS 8, Operating Segments (effective for annual periods beginning on or after
January 1, 2009). PFRS 8 will replace PAS 14, Segmernt Reporting, and edopts a
mapagement approach to reporting segment information. The information reported wonld be
that which management uses interpally for evaluating the performance of operating segments
and allocating resources to those segments. Such information may be different from that
reported in the balance sheet and statement of income and companies will need to provide
explanations and reconciliations of the differences;

T G
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Amendments to PAS 1, Presertation of Financial Statements: Capital Disclosures (effective
Jor annual periods begirming on or afier Jaruary 1, 2007). The amendment to PAS | require
the following additional disclosures: (a) an eatity’s objectives, policies and processes for
managing capital; (b) quantitative data about what the entity regards as capital; (c) whether
the entity has complied with any capital requirements; and (d) if it has not complied, the
consequences of such noncompliance;

Philippine Interpretation IFRIC 7, Applying the Restatement Approach under PAS 29,
Financial Reporting in Hyperinflationary Economies (effective for annual periods begirming
on or after March 1, 2006). This interpretation provides guidance on how to apply PAS 29
when an economy first becomes hyperinflationary, in particular the accounting for deferred
income tax;

Philippine Intespretation IFRIC 8, Scope of PFRS 2 (effective for annual periods beginning -
on or after May 1, 2006). This interpretation requires PFRS 2 to be applied to amy
arrangements where equity instruments are issued for consideration which appears to be less
than fuir valuoe;

Philippine Interpretation IFRIC 9, Reassessment of Embedded Derivatives (effective for
annual periods begirming on or afier June 1, 2006). This interpretation establishes that the -
date to assess the existence of an embedded derivative is the date an catity first becomes a
party to the contract, with reassessment only if there is a change to the contract that .
significantly modifics the cash flows;

Philippine Interpretation IFRIC 10, Interim Financial Reporting and Impairment (effective for
annual periods beginning on or after November 1, 2006). This interpretation provides that
the frequency of fmancial reporting does affect the amount of impairment charge to be
recognized in the annual financial reporting with respect to goodwill and AFS investments. It
" prohibits the reversal of impairment losses on goodwill and AFS equity investments
mcognuedmthcmta-mﬁnmcmlmpmtsevenlfmpanmmsnolongerpmcmatﬂw
annual balance sheet date;

Philippine Interpretation IFRIC 11, PFRS2- - Group and Treaswry Transactions (effective for
armual periods beginning on arq‘ierMarchJ 2007). This interpretation requires

, amangements whereby an employee is granted rights to an entity’s equity mstruments to be

accounted for as an equity-settied scheme by the entity even if (a) the entity chooses or is

required to buy those equity instruments (e.g., treasury shares) from another party, ar (b) the
sharcholder(s) of the entity provide the equity instruments needed. It also provides guidance
on bow subsidiaries, in their separate financia) statements, accoant for such schemes when
their cmployees receive rights to the equity instruments of the parent company; and

Philippine Interpretation IFRIC 12, Service Concession Arrangements (effective for annual
periods begimiing on or after January 1, 2008). This interpretation which covers contractnal
arrangements arising from entities providing public services.
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Among the standards and interpretations that were not early adopted, only PFRS 7 and the
amendments to PAS 1 have an tmpact in the Company’s financial statements. The revised and
edditional disclosures provided by PFRS 7 and amendments to PAS 1 will be inchuded in the
Comgpany's financial statemeénts whea these are adopted in 2007. The Company will assess the
impact of Philippine Interpretation IFRIC 10 and Philippine Interpretation IFRIC l.‘Zuponns
adoption in 2007 and 2003, respectively.

Cash and Cash Equivalents
Cash consists of cash on hand and with banks. Cash equivalents ateshort—term,hxglﬂy liquid

investments that are readily convertible to known amounts of cash with original maturities of
three months or less from dates of acquisition and that are subject to an insignificant risk of

change in value.

Following are the accounting policies on financial instruments effective January 1, 2005.
Financial instruments are recognized in the balance sheet when the Company becomes a party to
the contractual provisions of the instrument. Purchases or sales of finsncial assets that require
dehvexyofassdsmﬂmthehmeﬁmeshbhshdbymgﬂ@nmconvmﬁmmihcmkﬂ
place are recognized in the setticment date,

chmmmmgﬁmdmﬁanyaﬁuvaluofﬂméomidmﬁmgim(mmm
of an asset) or received (in the case of a liability). Except for financial assets at fair value through
profit or loss (FVFL), the initial measurement of financial assets includes transaction costs.
Fimancial assets under PAS 39 are classified as ¢ither financial assets at FVPL, loans and
receivables, held-to-maturity (HTM) investments or AFS financial assets. The Company’s
financial assets are of the nature of loans and receivables and AFS financial assets. Also under
PAS 39, financial liabjlitics are class:ﬁedasFVPLoroﬁuﬁnmcml liabilities. TheCompanys
financial liabilities are of the nature of other financial lisbilities. The classification depends on
the purpose for which the investments were acquired and whether they are quoted in an activé
market.

Financial instruments are classified as liabilities or equity in accordance with the substance of the
contractual arrangement. Interest, dividends, gains and losses relating to a financial instrument or
a component that is a financial liability, are reported as expense or income. Distributions to
holders of financial instruments classified as equity are charged directly to equity net of any
related income tax benefits. Financial instraments are offset when there is a legally enforceable
right to offset and intention to settle cither on a net basis or to realize the asset and scttlc the
liability simuitaneously.

The Company determines the classification at initial recognition and re-evahutes such
designation, where allowed and appropriate, at every reporting date.
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Loans and Receivables

Loans and receivables are nonderivative fmancial assets with fixed or determinable paymeats that
are pot quoted in an active market. Such assets are carried at cost or amortized cost using the
effective mterest method. Gains and losses are recognized i statement of income when the loans
and réccivables are derecognized or impaired, es well as through the amortization process. Loans
audmoewabl&smmchtdedmcmmtasscunfamdco!bchonlsmbmlZmonﬂlsﬁomthe
balance sheet date.

As of December 31, 2006, theCompany’sloansnndmcwahlcSmclude receivables and edvances
torelatedparues

AFS Financial Assets

AFS financial assets are those nonderivative financial asscts that are designated AFS or are not
classified in any of the three categories of financial assets. AFS assets are carried at fair vatue in
the balance sheet. These financial assets are classified 25 noncurreut assets unless the intention is
to dispose such assets within 12 months from the balance sheet date. Changes in the fair value of
such asset are accounted for in equity (ses Note 10).

Included under this category arc the Comprny’s investments in listed and non-listed shares of
stock of other companies. In 2004, these are carried at the lower of the agpregate cost or market .
value. Changes in valuation were accounted for in equity. The change in accounting policy
resulted in the reclassification of the Company’s investments in various listed and non-listed
shmofﬂochpwwomlydamﬂedasmvw@@mmkmbkeqmymmﬁs

investments,

Other Financial Liabilities

Issued financial instruments or their components, which are not designated as liabilities at FVPL
are classified as other financial liabilities, where the substance of the contractuzl arrangement
results in the Company having an obligation either to deliver cash or another financial asset to the
holder, or to satisfy the obligation other than by the exchange of a fixed amount of cash or another
financial asset for a fixed number of own equity shares. The components of issued financial
instruments that contain both liability and equity elements are accounted for separately, with the
equuycmnponmtbcmgassxgnedﬂxemwmlamommﬁu&dumﬁomﬁnmsmmﬁa
whole the amount separately determined as the fair value of the liability component on the date of
issue. After initial measurement, other finaucial lisbilities ére subsequently measured at
amortized cost using the effective interest rate method. .

Amortized cost is calculated by taking into account any discount or premium on the issue and fees
that are an integral part of the effective interest rate. Any effects of restatement of foreign
currency-denominated liabilitics are recognized in “Foreign exchangepms(losses)"mthe
statement of income.

msmmumgpohcyapplmwmmﬂywﬂle@mpmysdebtmd&adepayablﬁandmha
obligations that meet the above definition (other than liabilities covered by other accounting

smndmds,snchasmcomct_axpayable).

[T
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I -bearing | W F .
All loans and borrowings are initially recognized at the fair value of the consideration received
less directly attributable transaction costs.

Aﬂmmmalrecognmammm-bemmghmmdbonuwmgsmsubsemmﬂymmmedat
amortized cost using the effective interest method.

Gains and losswmmpmdmmesmmofmwmewhmthe Jiabilities are derecognized
aswellasﬂ:roughtlmmno:ﬁzauonpmcess.

ition o Financ' and Liabilities
Financial Assets
A financial essct (or, where applicable a part of a financial asset or part of a group of similar
financial assets) is derecognized where:

1. the rights to receive cash flows from the asset have expired;

2. the Company retains the right to receive cash flows from the asset, but has assumed an
. obhgamonmpaythanmﬁﬂlwnhommﬂdclaymuhndpanymdua pass-dm:ugh
arrangement; o1 .

3. theCompmyhasumfmednsnglmmrewwemhﬁowsﬁumﬂwassdmdcnhu(a)has
transferred substantially all thé risks and rewards of the asset, or (b} has neither transferred
wmwmmemmmamemwmmmm
the asset, )

Whuc&cCompanyhashmsfamditsﬁghtsbmeiwcashﬂmﬁommasﬂmdhasmﬂha
transferred nor retained substantially all the risks and rewards of the asset nor transferred control
of the asset, the asset is recognized to the extent of the Company's contmuing imvolvement in the
asset. .

Financial Liabilities
Aﬁnmcmlhahllnymdaecognmdwhentheobhganonmderthelmbﬂnymdsdmgedm
cancelled or has expired. Where an existing fmancial liability is replaced by apother from the
same lender on substantially different terms, or the terms of an existing liability are substantially
modified, such an exchange or modification is treated as a derecognition of the origmal lisbility
and the recogpition of a new liability, and the difference in the respective carrying amoents is
recognizedd in the statement of income.

Impainment of Financial Assets
The Company assesses at each balance sheet date whether there is objective evidence thata
fmancial asset or group of financial assets is impaired.

Assets Carried at Amortized Cost

If there is objective evidence that an impairment loss on financial assets carried at amortized cost
(e-g-, receivables) has been incurred, the amount of the loss is measured a3 the difference between |
the asset’s carrying ambunt and the present vahue of estimated future cash flows discounted at the

e R R GRRA
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asset’s original effective interest rate. Time value is generally not considered whea the effect of
discounting is not material. The carrying amoumt of the asset shall be reduced cither directly or
through use of an allowance account. The amount of the loss shall be recognized in the statement
of income.

The Company first asscsses whether objective evidence of ipairment exists individually for
financial assets that are individually significant, and individually or collectively for financial
assets that are not individually significant. If it is deteninined that no objective evidence of
impairment exists for an individvally assessed financia) asset, whether significant or not, the asset
is included in a group of financial assets with similar credit risk characteristics and that group of
financial assets is collectively assessed for impairment. Those characteristics are relevart to the
estimation of future cash flows for groups of such sssets by being indicative of the debtors® ability
to pay all amounts due according to the contractual terms of the assets being evaluated. Assets
that are individually assessed for impairment and for which an inpairment loss is or continues to
be recognized are not included in a collective assessment of impairment.

If, in a subsequent period, the amount of the impairment loss decreases because of an event
occurring after the impairment was recognized, the previously recognized mpainment loss is
reduced by adjusting the allowance account. Any subsequent reversal of an impairment loss is
recognized in the statement of income, to the extent that the carrying value of the asset does not -
exceed fts amortized cost at the reversal date, ,

Assets Carried at Cost

If there is objective evidence that an impairment loss on an unquoted equity instrumext that is not
carried at fair value because its fair value cannot be reliably measured, or on a derivative asset
that is linked to and must be settied by delivery of such an unquoted equity instrument has been
incurred, the amount of the loss is measured as the difference between the asset’s camrying amount
and the present value of estimated future cash flows discounted at the current market rate of
return for a similar financial asset.

AFS Financial Assets -

If an AFS financial asset is impaired, an amount comprising the difference between its cost (net of
any principal payment and amortization) end its current fair value, less any impairment loss
previously recognized in the statement of income, is transferred from equity to the statement of
income. Reversals in respect of equity instraments classified as AFS are not recognized in
statemnent of income. Reversals of impairment losses on debt instraments are reversed through
statement of income, if the increase in fair value of the instrument can be objectively related to an
event occurring after the impairment loss was recognized in the statement of ncome.

Crude oil inventory is valued at market,

Property and equipment are stated at cost less accumnlated depletion, depreciation and
axpartization and any impairment in value. Such cost includes the cost of replacing part of such
property and equipment when that cost is incurred and the recognition criteria arc met.




%
The initial cost of property and equipment, other than wells, platforms and other facilities,
comprises its purchase price, including taxes and any directly attributable costs of bringing the
asset to its working condition and location for its intended use. Expenditures incurred after the
normally charged to income in the period the costs are incurred. In situations where it can be
clearly demonstrated that the expenditures have resulted in an increase in the fiture economic
benefits expected to be obtained from the use of an item of property and equipment beyond its
originally assessed standard of performance, the expenditares arc capitalized as additional cost of
mmmdeqummm

lhecanyingamoumafﬂ;crephoedpMmgardlmofMaﬁemphmdpmhadbem
depreciated separately is derecognized if an entity recognizes in the carrying amount of an item of
property and equipment the cost of a replacement for part of the item. If it is not practicable for
an entity to determine the canrying amount of the replaced part, it may use the cost of the
replaoementasanmdxcauonofwha:thecostofthemplawdpmtwasntﬂnumcnwasanquued
or constrocted.

Wheneanhmajorhspwﬁonhpafmmeiiséostismguimdhtheémyhgamomnoﬂhe
item of property and equipment as a replacement if the recognition criteria are satisfied, .
Depletion of wells, platforms and other facilities are provided on a field basis uvnder the unit-of-

production method based upon estimates of proved reserves. 'Ihedepletmnbascmcludsthe
estimated future development cost of the undeveloped reserves.

Depreciation of other property and equipment is camputed using the straight-line method over the
stxmamduseﬁﬂhves of the assets &s follows:

' ' : Number of
Category Years
Office condomininm units and i nnpmvemenm . 20
Transportation equipment . s
Office furniture, fixtures and equipment 3

The useful lives and depletion, depreciation and amortization methods are reviewed periodically
to ensure that the periods and methods are consistent with the expected pattern of economic
bmeﬁtsﬁomitansoquputyandeqﬁpum

Whenassemaemumdmothmscdlspowdof,ﬂnwsgmhwdamuhmddepkuon,
depreciation and amortization, and any allowance for impairment are removed from the accounts
mdmypmorhﬁmlbngmmwdasposalsmued:mdwmchm@agammma

Impairments or losses of items of property and equipment, related claims for or payments of

compensation from third parties and any subsequent purchase or construction of replacement
asscts are scparate economic events and are accounted for separately.

LA
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Investments in Associateg
The Company’s investments in associates are accounted for nnder the equity method of

accounting. An associate is an entity in which the Company bes significant influence and
which is neither a subsidiary nor a joint venture.

Under the equity method, the investment in the associate is carried in the balance sheet at
cost plus post-acquisition chhnges in the Company’s share of net assets of the associate.
Goodwill relating to an associate is incloded in the carrying amount of the investment and is
not amortized. Afier application of the equity method, the Company determines whether it is
necessary to recognize any additicnal impairment loss with respect to the Company’s net
investment in the associates. The statement of income reflects the share of the results of
operations of the associates. Where there has been a change recognized directly in the equity
of the associate, the Company recognizes its share of any changes and discloses this, when
applicable, in the stetement of changes in equity. .

The reporting dates of the associates and the Company are identical and the associates’
accountmg policies conform to those used by the Company for like transactions and events
in similar circumstances. :

The following investments in associates arc accounted for using the equity method:

Percentage of Qwnership
- 2006 2005
PeutaCapital lnvestments Corpomtron (PenmCapml) 40.00 40.00
PentaCapital Holdings, Inc. (Penta Holdings) 13.76 13.76
EDSA Properties Holdings Inc. (EPHI) , ' - 5.08

The Company has significant influence over the m:m and operating policies of Penta
Holdings and EPHI, and are thus, deemed as the Company’s associates.

i Joi lied

Interest in jointly controlled assets is accounted for by recognizing in the financial stataments the
Company’s share in the jointly controlled assets and inchuded principally in the “Property and
cquipment” and “Deferred oil exploration costs” accounts in the balance sheets and eny liabilities
) mcurred jointly with the other venturers as well as the related revenués and expenses of the joint
venture. The Company also recognizes the expenses which it has incurred in respect of its
interest in the joint venture and the related labilitics.

Deferred.Ojl Exploration Costs
TheCompanyfoﬂowstheﬁlﬂmﬂmemodofawomfnrap!manonwmdemedmﬂw .
basis of each SC/GSEC arca. Under this method,; all explaration costs relating to each SC/GSEC
are deferred pending determination of whether the contract area contains oil and gas reserves in
commercial quantities, The exploration costs relating to the SC/GSEC area where oil and gas in
commercial quantitics are discovered are subsequently capitalized as “Wells, platforms and other
facilities™ shown under the “Property and equipment™ account in the balance sheets upon
commexcial production. When the SC/GSEC is permeaneutly sbandoned or the Conipany has
withdrawn from the consortium, the related deferred oil exploration costs are writtcn-off, SCs
deSECsmcmsndaedpqmnendyabmdonedftheSCsdeSECshawupnedmdlm
thuemnodeﬁmﬁeplmsfmﬁnﬂmuqﬂommnmdlmdevebm
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Investment P .
Investment properties are measured initially &t cost, including transaction costs. The canying

amount includes the cost of replacing part of an existing investment property at the time that cost
is imcurred if the recognition criteria are met; and exclndes the costs of day-to-day servicing of an
imvestment property. Following initial recognition, investment propertics are carriéd at cost less
accumulated depreciation and accumulated impairment in value.

Investment properties are derccognized when either they have been disposed of or when the
investment property is permaneatly withdrawn from use and no future economic benefit is
expeécted from its disposal. Any gains or losses on the retirement or disposal of an investment
property are recognized in the statement of income in the year of retirement or disposal.

Transfers are made to investment property when, and only when, there is a change in use,
evidenced by ending of owner-occupation, commencement of an operating lease to another party
or ending of construction or development. Transfers are made from investment property when,
and only when, there is 2 change in use, evidenced by commencement of owner-occupation or
commencement of development with a view to sale.

The Company assesses at each reporting date whether there is an indication that an asset may be
impaired. If any such indication exists, or when anmual impairment testing for an asset is
required, the Company makes an estimate of the esset’s rocoverable amount. An asset’s
recoverable amount is the higher of an asset’s or cash-generating mit's fair value less costs to sell
and its value in usc and is determined for an individual asset, unless the asset does ot generate *
cash inflows that are largely independent of those from other assets or groups of assets. Where
the carrying amount of an asset exceeds ifs recoverable mmount, the asset is considered impaired
and is written down to its recoverable amount. In assessing value in use, the estimated future cash
ﬂnmmdmcomtedmthcnmmvalmmmgapmmdmommﬂmdwscm
market assessments of the time valee of money and the risks specific to the asset. Impairment
losses of continuing operations are recognized in the statement of income in those expense
categorics consistent with the function of the impaired asset.

An assessment is made at each reporting date as to whether there is any indication that previously
recognized impairment losses may no longer exist or may have decreased. If such indication
exists, the recoverable amount is estimated. A previously recognized impainment loss is reversed
only if there has been a change in the estimates used to determine the asset’s recoverable amount
since the last impairment loss was recognized. If that is the case the carrying amount of the asset
is increased to its recoverable amount. That increased amount cannot exceed the carrying amount
that would have been determined, net of depletion and depreciation, bad no impairment loss been
recognized for the asset in prior years. Such reversal is recognized in the staterents of income
unless the asset is carried at revalutd amount, in which case the reversal is treated as a revaluation
increase. After such a reversal, the depreciation charge is adjusted in future periods to allocate
the asset’s revised carying amount, less any residual value, on a systematic basis over its '
remaining useful life.

i Mﬂm
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M‘
Revenue is recognized to the extent that it is probable that the economic benefits will flow to the
Company and the revenue can be reliably measured. The following specific recoguition criteria

must also be met before revenue is recognized:

Sale of goods ‘
Revenucﬁom;xtmlannopemomlsmognmed as income at the time of production.

Reraal income
Renmlmwme lsaccomdforonasumghr-lmebas:sothherelamdlmetum

Interest income
Interest is recognized as it accrues taking into account the effective yicld on the asset.

Dividends
Dividend income is recognized when the right to receive the payment is established.

Borrowing costs generally are expensed as incurred. Borrowing costs are capitalized if they are
directly attributable to the acquisition or construction of a qualifying esset. Capitalization of .
borrowing costs commences when the activities to prepare the asset are in progress and
expenditures and borrowing costs are being incurred. Borrowing costs are capitalized until the *
assets are substantially ready for their intended use. Iftbecanymgamotmtof!hcasetmeeds
-ltssmnmdmovmblomum,anunpanmmlosslsmded.

Pensjon Benefits

The Company bas a defined benefit pension plan which requires contributions o be made to &
separately administered fund. The cost of providing benefits under the defined benefit plan is
determined using the projected unit credit actuarial valuation method. Actuarial gains snd losses
are recognized as income or expensc when the pet cumulative unrecognized actuarial gaing and
Josses for each individual plan at the end of the previous reporting year exceeded 10% of the
higher of the defined benefit obligation and the fair value of plan assets at that date. These gains
or losses are recognized over the expected average remaining working lives of the employees
participating in the plans.

The past service cost is recognized as an expense on a straight-line basis over the average period
unti] the benefits become vested. If the benefits are already vested immediately following the
introduction of, or chariges to, a pension plan, past service cost is recognized immediately.

The defmed benefit liability is the aggregate of the present value of the defined benefit obligation
and actuarial gains and losses not recognized reduced by past sefvice cost not yet recognized and
the fair value of plan assets out of which the obligations are to be settled directly. If such
aggregate is negative, the asset is measured at the lower of such aggregate or the aggregate of
mmmmmmmmmmmmwmdm
economic beneﬁismlahlemthefonnofreﬁmdsﬁummeplanormducuonsmtbem
conm‘bm:mstolheplm
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If the asset is measured at the aggregate of cumulative unrecognized net actuarial losses and past
service cost and the preseat value of any economic benefits available in the form of refunds from
the plan or reductions jn the future contributions to the plan, net actuarial losses of the current
period and past service cost of the current period are recognized immediately to the extent that
thcymeedanymducﬂonmtﬁep:maﬂvalueoﬂhoseewnmcbemﬁls. If there is no change
or an increase in the present vatue of the economic benefits, the entire pet actuarial losses of the
current period and past service cost of the current period are recognized immediately, Similarly,
netacmarmlmnsofﬂ:eamempmodaﬂuthededucumofpastmwwstofthccmmt
period exceeding any increase in the present value of the econdmic benefits stated above are
recognized immediately if the asset is measured at the aggregate of curmulative unrecognized net
actoarial losses and past service cost and the present value of any economic benefits available in
the form of refunds from the plan or reductions in the future contributions to the plan. If there is
no change or a decrease i the present value of the economic benefits, the entire net actuarial
gains of the current period after the deduction of past service cost of the carrent peviod are

recognized immediately.’

Leases
The determination of whether an arrangement is, or contains a lease is based on the

substance of the arrangement and requires an assessment of whether the fulfillment of the
arrangement is dependent on the use of a specific asset or assets and the arrangement
. conveys a right to use the asset,

Company as a Lessor .

. Leases where ﬂ:eCompanyretamssubstnnthly all thensksand beneﬁtsofowneashlpofthe
asset are classified as operating leases. Initial direct costs incunred in negotiating an ,
operating [case are added to the carrying amount of the leased asset and recognized over the
Jease term on the same basis as rental income.

Income Taxes

Current income tax

Current income tax assets and liabilities for the current and prior periods are measured at the
amount expected 0 be recovered from or paid to the tax authority. The tax rates and tax laws -
used to compute the amount are those that are enactedmsubstanuvelycnactedasofthe

balance sheet date,

Deferred income tax )
Deferred income tax is provided, using the balance sheet liability method, on 2]l temporary
differences at the balance sheet date between the tax bases of assets and lisbilities and therr

carrying amounts for financial reporting purposes.

Defaredmwmemhabﬂmmmrecogmzedforaﬂmhhwmpomydﬁum Deferred
income tax assets are recognized for all deductible temporary differences to the extent that it is
probable that taxable profit will be available against which the deductible temporary differences
can be utilized.
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The carrying amount of deferred income tax assets is reviewed at each balance sheet date and
reduced to the extent that it is no longer probable that sufficient taxable profit will be available to
allow all or part of the deferred income tax asset to be utilized. Unrecognized deferred income
tax assets are reassessed at each balance sheet date and are recognized to the extent that it has
become probable that future taxable profit will allow the deferred income tax asset to be

recovered.

Deferred income tax assets and habilities are measured at the tax rates that are expected to apply
to the period when the asset is realized or the liability is seftled, based ot tax rates (and tax
hws)thathavebeenenactedorsubsmmvelyemctcdatthebalanccsheetdaw.

lncomemlanngtomsrecognmaddnecﬂyhequnymrecognmdmﬂ:eslxwmentofchangwin
equity and not in the statement of income., -

Deferred income tax assets and deferred incoms tax lisbilities are offset, if a legally enforceable
right exists to set off current tax assets against current tax liabilities and the deferred taxes relate
to the same taxable entity and the same taxation authority. .

Provisid ‘ |
Provisions are recognized when: (a) the Company has a present obligation (legal or constructive).
as a result of a past event; (b) it is probable that an outflow of resources embodying economic
benefits will be required to settle the obligation; and (¢) a reliable estimate can be made of the
amount of the obligation. If the effect of the time value of money is material, provisions are
determined by discounting the expected future cash flows at a pre-tax rate that reflects curreat
market assessments of the time value of money and, where appropriate, the risks specific to the
liability. Where discounting is used, the increase in the provision due to the passage of time is

recognized ss interest expense.

Contingencieg

Contingent liabilities are not recognized in the financial statements. These are disclosed unless
the possibility of an outflow of resources embodying economic benefits is remote. Cantingent
assetsmnotmognmdmﬂleﬁnmcmlsmtemmsbmdsclosedwhenmmﬂowofecommc

benefits is probable.

i {2 Share
Basic earnings (loss) per common share are computed by dividing net income (loss) for the year
by the weighted average number of common shares issued and outstanding during the year, after
retroactive adjustments for any stock dividends declared.

Business Segments
mempmmﬂc&mmmmdmedmomnngsegnmmmxdmgﬂm
nature of its ectivity.

Eveuts After the Balance Sheet Date

Post year-end events that provide additional information about the Company’s position at the

balance sheet date (adjusting events) are reflected in the financial statements. Post year-end

events that are not adjisting events are disclosed in the notes to financial statements when
<l .
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ITEM 9. OTHER EVENTS

n the number of the Company's sharcholders

Please find the artached report o
f August 31, 2006.

owning a1 least one (1) board lot each a3 o
SIGNATURES

Pursuant to the requirements of the Securities Regulation Code, the issuer has
duty causcd this repon 10 be signed on i3 behalf by the undersigned hereunto duly
authorized.
THE PHILODRILL COR!’ORATION

By: ~

ADRIAN S. ARIAS
Corporate Secrctary

Number of Shareholders owning st lexst one (1) Board lol each

*
Figuee
wan pravidrd by Fidelity Stoch Transfers, kar., cack beard with a minlmum 11,000 thasts

"

Computation of the N

Price Range (per PSE)}
Market Price as of August 31, 2006 ;I\-oz ‘; :ﬁ
B 113

Shares per Board Lot 1,000

of Shareholders owning at beast one (1)} Board lot each
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CURRENT REPORT UNDER SECTION 17, - Y
OF THE SECURITIES REGULATION CODE -1 - *"% ¢ /.
AND SRC RULE 17.2(C) THEREUNDER

. “

25 September 2006 —- T
Date of Report (Date of earliest event reported) C.

SEC Identification No.:38683 3. BIR Tax Identification No. 041-000-315-612

THE PHILODRILL CORPORATION
Exact name of registrant as specified in its charter

METRO MANILA, PHILIPPINES 6. (SEC Use Only)
Province, country or other jurisdiction of Industry Classification Code
incorporation

QUAD ALPHA CENTRUM, 125 PIONEER, MANDALUYONG CITY 1550
Address of principal office Postal Code

(632) 631-1801 to 05; 631-8151 to 82
Registrant’s telephone number, including area code

N.A.
Former name or former address, if changed since last report

Securities registered pursuant to Sections 8 and 12 of the SRC

Title of Each Class Number of Shares Qutstanding
(@P1.00 Par Value)
and Amount of Debt Qutstanding

Class “A" 918,569,839

Class “B” 616,374,177

Total 1,534,944,016
Loans Payable R110,327,469.00

Indicate the item numbers reported herein: ITEM 9




September 25, 2006
SECURITIES AND EXCHANGE COMMISSION

ITEM 9. OTHER EVENTS

Please be advised that The Philodrill Corporation (the “Company”) will be
selling around 10,000,000 treasury shares beginning Tuesday, 26 September 2006, at
prevailing market price. Proceeds from the sale are intended to augment the Company’s
working capital resources.

SIGNATURES

Pursuant to the requirements of the Securities Regulation Code, the issuer has
duly caused this report to be signed on its behalf by the undersigned hereunto duly
authorized.

THE PHILODRILL CORPORATION

By:
P

ADRIAN S, ARIAS
Corporate Secretary

| s .
SEC FORM I7-C . .
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SECURITIES AND EXCHANGE COMMISSION
SEC FORM 17-C
CURRENT REPORT UNDER SECTION 17

OF THE SECURITIES REGULATION CODE
AND SRC RULE 17.2(C) THEREUNDER

1. 25 September 2006

‘wo NP 2o P4 UY
. - '."\ .

Date of Report (Date of earliest event reported)

2. SEC Identification No.:38683 3. BIR Tax Identification No. 041-000-315-612

4. THE PHILODRILL CORPORATION

Exact name of registrant as specified in its charter

5. METRO MANILA, PHILIPPINES 6. (SEC Use Only)
Province, country or other jurisdiction of Industry Classification Code
incorporation

7. OQUAD ALPHA CENTRUM., 125 PIONEER, MANDALUYONG CITY 1550

Address of principal office

8. (632) 631-1801 to 05; 631-8151 to 52

Postal Code

Registrant’s telephone number, including area code

9. N.A.

Former name or former address, if changed since last report
10.  Securities registered pursuant to Sections 8 and 12 of the SRC

Title of Each Class Number of Shares Outstanding
(@P1.00 Par Value)
and Amount of Debt Outstanding

Class “A” 918,569,839

Class “B” 616,374,177

Total 1,534,944,016
Loans Payable £110,327,469.00

11.  Indicate the item numbers reported herein: 1TEM 9




SEC FORM 17-C ‘ .

September 25, 2006
SECURITIES AND EXCHANGE COMMISSION

ITEM 9. OTHER EVENTS

Subject to the approval of the Department of Energy (DOE), The Philodrill
Corporation and the continuing parties of Service Contract (SC) 41 consortium have
completed the assignment of an aggregate 85% participating interest in SC 41 (Sulu Sea
Block) in favor of Tap Oil Limited of Australia to implement Tap Oil’s farm-in into SC
41.

The Philodrill Corporation retains a 3.398% participating interest in SC 41.
SIGNATURES

Pursuant to the requirements of the Securities Regulation Code, the issuer has
duly caused this report to be signed on its behalf by the undersigned hereunto duly
authorized.

THE PHILODRILL CORPORATION

By:
A~

ADRIAN S. ARIAS
Corporate Secretary
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SEC FORM 17-C

CURRENT REPORT UNDER SECTION 17
OF THE SECURITIES REGULATION CODE -
AND SRC RULE 17.2(C) THEREUNDER

1. 4 October 2006
Date of Report (Date of earliest event reported)

2. SEC Identification No.:38683 3. BIR Tax Identification No. 041-000-315-612

4, THE PHILODRILL CORPORATION
Exact name of registrant as specified in its charter

5. METRO MANILA, PHILIPPINES 6. (SEC Use Only)
Province, country or other jurisdiction of Industry Classification Code
incorporation

7. QUAD ALPHA CENTRUM, 125 PIONEER, MANDALUYONG CITY 1550
Address of principal office Postal Code

8. {632) 631-1801 to 05; 631-8151 to 52
Registrant’s telephone number, including area code

9, N.A.
Former name or former address, if changed since last report

10.  Securities registered pursuant to Sections 8 and 12 of the SRC

Title of Each Class Number of Shares Outstanding
(@P1.00 Par Value)
and Amount of Debt Outstanding

Class “A™ 918,569,839

Class “B” 616,374.177

Total 1,534,944,016
Loans Payable £109,983,720.00

11.  Indicate the item numbers reported herein: ITEM 9
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*SEC FORM 17-C o .

October 4, 2006
SECURITIES AND EXCHANGE COMMISSION

ITEMY. OTHER EVENTS

Please find the attached report on the number of the Company’s sharcholders
owning at least one (1) board lot each as of September 30, 2006,

SIGNATURES

Pursuant to the requirements of the Securities Regulation Code, the issuer has
duly caused this report to be signed on its behalf by the undersigned hereunto duly
authorized.

THE PHILODRILL CORPORATION

By:
P

ADRIAN §. ARIAS
Corporate Secretary




THE PHILODRILL CORPORATION
Number of Shareholders Owning at Least One (1) Board Lot

September 30, 2006
Number of Issued and Qutstanding Shares 1,534,944,016
Number of Stockholders 10,646*
Number of Shareholders owning at least one (1) Board lot each 7,865

*Figure was provided by Fidelity Stock Transfers, [nc., cact board with s minimum 1,000 shares

Computation of the Number of Shareholders owning at least one (1) Board lot each

Price Range (per PSE) 1.02 to 2.50
Market Price as of September 30, 2006 A BLO2

B 1.02
Shares per Board Lot 1,000
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THE PHILODRILIL, CORPORATION
{Company’s Full Name)

8* - 9 Floors, Quad Alpha Centrum
125 Pioneer Street, Mandaltuyong City, Metro Manila
(Company’s Address)

631-1801 to 05; 631-8151 to 52
(Telephone Number)

December 31

(Fiscal Year Ending)
(month & day)

SEC Form17-C
Form Type

Amendment Designation (If applicable)

Period Ended Date

(Secondary License Type and File Number)




SEC FORM 17-C . .

November 06, 2006
Ci D NGE [ASYI

ITEM 9. OTHER EVENTS

Please find the attached report on the number of the Company’s shareholders
owning at Jeast one (1) board lot each as of October 31, 2006.

SIGNATURES

Pursuant to the requirements of the Securities Regulation Code, the issuer has
duly caused this report to be signed on its behalf by the undersigned hereunto duly
authorized.

THE PHILODRILL, CORPORATION
By:
Ne

ADRIAN S, ARIAS
Corporate Secretary




THE PHILODRILL CORPORATION
Number of Shareholders Owning at Least One (1) Board Lot

October 31, 2006
Number of Issued and Outstandiong Shares 1,534,944,016
Number of Stockholders 10,638
Number of Shareholders owning at least one (1) Board lot each 3,120

l'I"i:p.m was provided by Fidelity Stock Transfers, Inc., each board with a minimam £0,000 shares

Compotation of the Number of Shareholders owning at least one (1) Board lot each

Price Range (per PSE) .51 t0 1.00
Market Price as of October 31, 2006 A B.95
B 96

Shares per Board Lot 10,000
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8" — 9* Floors, Quad Alpha Centrum
125 Pioneer Street, Mandaluyong City, Metro Manila
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(Telephone Number)

December 31
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SEC FORM 17-C

CENTEN: BTG AN )
CURRENT REPORT UNDER SECTION 17 By L IR
OF THE SECURITIES REGULATION CODE — v

AND SRC RULE 17.2(C) THEREUNDER

I 7 December 2006
Date of Report (Date of earliest event reported)

2, SEC Identification No.:38683 3. BIR Tax Identification No. 041-000-315-612

4. THE PHILODRILL CORPORATION
Exact name of registrant as specified in its charter

S.  METRO MANILA, PHILIPPINES 6. (SEC Use Only)
Province, country or other jurisdiction of Industry Classification Code
incorporation

7. QUAD ALPHA CENTRUM, 125 PIONEER, MANDALUYONG CITY 1550
Address of principal office Postal Code

8.  (632)631-1801 to 05; 631-8151 to 52
Registrant’s telephone number, including area code

0. N.A.
Former name or former address, if changed since last report

10.  Securities registered pursuant to Sections 8 and 12 of the SRC

Title of Each Class Number of Shares Qutstanding
(@P1.00 Par Value)
and Amount of Debt Outstanding

Class “A” 918,569,839

Class “B” 616,374,177

Total 1,534,944,016
Loans Payable £110,284,350.00

11.  Indicate the item numbers reported herein: ITEM 9




SEC FORM 17-C . .

December 7, 2006
SECURITIES AND EXCHANGE COMMISSION

ITEMS. OTHER EVENTS

Please find the attached report on the number of the Company’s shareholders
owning at least one (1) board lot each as of November 30, 2006.

SIGNATURES

Pursuant to the requirements of the Securitics Regulation Code, the issuer has
duly caused this report to be signed on its behalf by the undersigned hereunto duly
authorized.

THE PHILODRILL CORPORATION
By:

=~

ADRIAN S, ARIAS
Corporate Secretary




THE PHILODRILL CORPORATION
Number of Shareholders Owning at Least One (1) Board Lot

November 30, 2006
Number of Issued and Outstanding Shares 1,534,944,016
Number of Stockholders 10,621*
Number of Shareholders owning at least one (1) Board lot each 3,103

*Figure was provided by Fidelity Stock Transfers, nc., each board with » minimum 10,000 shares

Computation of the Number of Sharcholders owning at least one (1) Board lot each

Price Range (per PSE) .51 to 1.00
Market Price as of November 30, 2006 A BL1O0

B 1.02
Shares per Board Lot 10,000
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SECURITIES AND EXCHANGE COMMISSION

SEC FORM 17-C

DEC 2 72006 | =
CURRENT REPORT UNDER SECTION 17 3
CENTRAt wLCK

OF THE SECURITIES REGULATION CODE (TRAL RECEINING a0
AND SRC RULE 17.2(C) THEREUNDER ittt R4
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1. 27 December 2006
Date of Report (Date of earliest event reported)

2. SEC Identification No.:38683 3. BIR Tax ldentification No. 041-000-315-612

4, THE PHILODRILL CORPORATION
Exact name of registrant as specified in its charter

5. METRO MANILA, PHILIPPINES 6. (SEC Use Only)
Province, country or other jurisdiction of Industry Classification Code
incorporation

7. QUAD ALPHA CENTRUM, 125 PIONEER, MANDALUYONG CITY 1550
Address of principal office Postal Code

8. (632) 631-1801 to 05; 631-8151 ¢to 52
Registrant’s telephone number, inciuding area code

9. N.A.
Former name or former address, if changed since last report

10.  Securities registered pursuant to Sections 8 and 12 of the SRC

Title of Each Class Number of Shares Qutstanding
(@P1.00 Par Value)
and Amount of Debt Outstanding

Class “A” 918,569,839

Class “B” 616,374,177

Total 1,534,944,016
Loans Payable R110,284,350.00

11.  Indicate the item numbers reported herein: ITEM 9




SEC FORM 17-C o .

December 27, 2006
SECURITIES AND EXCHANGE COMMISSION

ITEM Y. OTHER EVENTS

Please be advised that The Philodrill Corporation (the “Company™) will be selling
24,607,557 treasury shares by way of a special block sale on Wednesday, 27 December
2006, in favor of Alakor Corporation at prevailing market price. Proceeds from the sale
are intended to augment the Company’s working capital resources.

SIGNATURES

Pursuant to the requirements of the Securities Regulation Code, the issuer has
duly caused this report to be signed on its behalf by the undersigned hereunto duly
authorized.

THE PHILODRILL CORPORATION
By:
A

ADRIAN S. ARIAS
Corporate Secretary
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8" - 9" Floors, Quad Alpha Centrum
125 Pioneer Street, Mandaluyong City, Metro Manila

{Company’s Address)

631-1801 10 05; 631-8151 to 52

(Telephone Number)

December 31

(Fiscal Year Ending)
(month & day)

SEC Form 17 -C

Form Type

Amendment Designation (If applicable)
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SEC FORM 17-C JAN OIJZBB? u
CENTRAL RECE|VING AND
CURRENT REPORT UNDER SECT]ON ]7 by: RECORDS DIYINIEN

OF THE SECURITIES REGULATION CODE
AND SRC RULE 17.2(C) THEREUNDER

1. 3 Japuary 2007
Date of Report {Date of earliest event reported)

2. SEC Identification No.:38683 3. BIR Tax Identification No. §41-000-315-612

4. THE PHILODRILL CORPORATION
Exact name of registrant as specified in its charter

5. METRO MANILA, PHILIPPINES 6. (SEC Use Only)
Province, country or other jurisdiction of Industry Classification Code
incorporation

7. QUAD ALPHA CENTRUM, 125 PIONEER, MANDALUYONG CITY 1550
Address of principal office Postal Code

8. (632) 631-1801 to 05; 631-8151 to 52
Registrant’s telephone number, including area code

9. N.A.
Former name or former address, if changed since last report

10.  Securities registered pursuant to Sections 8 and 12 of the SRC

Title of Each Class Number of Shares Quistanding
(@P1.00 Par Value)
and Amount of Debt Outstanding

Class “A” 918,569,839

Class “B” 616374177

Total 1,534,944,016
Loans Payable B108,550,910.00

1. Indicate the item numbers reported herein: ITEM 9




SEC FORM 17-C

Jenuary 3, 2007

SECURITIES AND EXCHANGE COMMISSION

ITEM9. OTHER EVENTS

Attached is the certification by the Company’s Compliance Officer on the
Company’s compliance with SEC Memorandum Circular No. 2 on the Code of Corporate
Governance and the Company’s Manual on Corporate Governance.

SIGNATURES

Pursuant to the requirements of the Securities Regulation Code, the issuer has
duly caused this report 1o be signed on its behalf by the undersigned hereunto duly

authorized.

THE PHILODRILL CORPORATION
By:
A

ADRIAN S. ARIAS
Corporate Secretary




**  THE PHILODRILL CORPORATION

QUAD ALPHA CENTRUM, 125 PIONEER, MANDALUYONG CITY, PHILIPPINES
TEL. NOS. 631-1801 TO 05 ; 631-B151/52 ; FAX; (632) 631-8080 , {632) 631-5310

CERTIFICATION

Pursuant to the provisions of our Corporate Governance Manual required
under Securities and Exchange Commission Memorandum Circular No. 2 dated
April 05, 2002, | hereby certify that:

1. Compliance with SEC Memorandum Circular No. 2 dated April 5, 2002,
as well as all relevant Circulars on Corporate Governance have been
monitored;

2. The Philodrill Corporation, its directors, officers and employees complied
with all the leading practices and principles on good corporate governance
as embodied in the company’s Manual;

3. The Philodrill Corporation also complied with the appropriate
performance self-rating assessment and performance evaluation system 1o
determine and measure compliance with the Manual;

4. There are no major deviations from the adopted Manual on Corporate
Governance; and,

3. All members of the Board of Directors, as well as Senior Management
officers, completed and were duly certified to have atiended a 2-day
special seminar on Corporate Governance.

Y -
ADRIAN S. ARIAS
Corporale Secretary

' i N f
SUBSCRIBED AND SWORN to before me this 0 34k dffahuary
2007 at Mandaluyong City, Metro Manila affiant exhibited his Community Tax
Certificate No. 09771415 issued on January 4, 2006 at Mandaluyong City.
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SECURITIES AND EXCHANGE COMMISSI

SEC FORM 17-C

CURRENT REPORT UNDER SECTION 17
OF THE SECURITIES REGULATION COD
AND SRC RULE 17.2(C) THEREUNDER

1. S January 2007
Date of Report (Date of earliest event reported)

2. SEC ldentification No.:38683 3. BIR Tax ldentification No. 041-000-315-612

4, THE PHILODRILL CORPORATION
Exact name of registrant as specified in its charter

S. METRO MANILA, PHILIPPINES 6. (SEC Use Only)
Province, country or other jurisdiction of Industry Classification Code
incorporation

7. QUAD ALPHA CENTRUM, 125 PIONEER, MANDALUYONG CITY 1550
Address of principal office Postal Code

8. {632) 631-1801 to 05; 631-8151 to 52
Registrant’s telephone number, including area code

9. N.A.
Former name or former address, if changed since last report

10.  Securities registered pursuant to Sections 8 and 12 of the SRC

Title of Each Class Number of Shares Quistanding
(@P1.00 Par Value)
and Amount of Debt Outstanding

Class “A” 918,569,839

Class “B” 616,374,177

Total 1,534,944,016
Loans Payable R108,550,910.00

1t.  Indicate the item numbers reported herein: ITEM 9




SEC FORM 17-C

January 8, 2007

SECURITIES AND EXCHANGE COMMISSION

ITEMY, OTHER EVENTS

Please find the attached report on the number of the Company’s shareholders
owning at least one (1) board lot each as of December 31, 2006.

SIGNATURES

Pursuant to the requirements of the Securities Regulation Code, the issuer has
duly caused this report to be signed on its behalf by the undersigned hereunto duly
authorized.

THE PHILODRILL CORPORATION
By:
.

ADRIAN S. ARIAS
Corporate Secretary




THE PHILODRILL CORPORATION
Number of Shareholders Owning at Least One (1) Board Lot

December 31, 2006

Number of Issued and Outstanding Shares 1,534,944,016
Number of Stockholders 10,587*
Number of Shareholders owning at least one (1) Board lot each 7,794

*Figure was provided by Fiddlity Stock Transfers, Inc., each board with o minimum 1,900 shares

Computation of the Number of Shareholders owning at least one (1) Board lot each

Price Range (per PSE) 1.02 to 2.50
Market Price as of December 31, 2006 A BIL1L14
B 1.14

Shares per Board Lot 1,000




SEC Number 38683
File Number

THE PHILODRILL CORPORATION

(Company’s Full Name)

8" — 9* Floors, Quad Alpha Centrum
125 Pioneer Street, Mandaluyong City, Metro Manila

(Company’s Address)

631-1801 to 05; 631-8151 1o 52

(Telephone Number)

December 31

(Fisca! Year Ending)
(month & day)

SEC Form 17 -C

Form Type

Amendment Designation (If applicable)

Period Ended Date

(Secondary License Type and File Number)




SECURITIES AND EXCHANGE COMMISSI @ HRAD

SEC FORM 17-C JAN 2 ﬂjm 1 |
CURRENT REPORT UNDER SECTION 17 “ﬁﬁﬁ’&.:‘?""ﬁt;k‘;ﬁ;‘"" J
OF THE SECURITIES REGULATION CODE N\ ®— =\~
AND SRC RULE 17.2(C) THEREUNDER \

1. 23 January 2007
Date of Report (Date of earliest event reported)

2. SEC Identification No.:38683 3. BIR Tax Identification No. 041-000-315-612

4, THE PHILODRILL CORPORATION
Exact name of registrant as specified in its charter

5. METRO MANILA, PHILIPPINES 6. (SEC Use Only)
Province, country or other jurisdiction of Industry Classification Code
incorporation

7. QUAD ALPHA CENTRUM, 125 PIONEER, MANDALUYONG CITY 1550
Address of principal office Postal Code

B. (632) 631-1801 to 05; 631-8151 to 52
Registrant’s telephone number, including area code

9. N.A.
Former name or former address, if changed since last report

10.  Securities registered pursuant to Sections 8 and 12 of the SRC

Title of Each Class Number of Shares Outstanding
{(@P1.00 Par Value)
and Amount of Debt Outstanding

Class “A” 918,569,839

Class “B” 616,374,177

Total 1,534,944,016
Loans Payable £108,550,910.00

11.  Indicate the item numbers reported herein: ITEM 9




SEC FORM 17-C . | .

January 23, 2007
SECURITIES AND EXCHANGE COMMISSION

ITEMS. OTHER EVENTS

Please be advised that The Philodrill Corporation (the “Company”) has seld
49,868,000 shares of Anglo Philippine Holdings Corporation at prevailing market price.
Proceeds from the sale are intended to pay a portion of the Company’s outstanding loans
and augment working capital resources.

SIGNATURES

Pursuant to the requirements of the Securities Regulation Code, the issuer has
duly caused this report to be signed on its behalf by the undersigned hereunto duly
authorized.

THE PHILODRILL. CORPORATION
By:
L

ADRIAN S. ARIAS
Corporate Secretary




SEC Number 38683
File Number

THE PHILODRILL CORPORATION

(Company's Full Name})

8"* — 9" Floors, Quad Alpha Centrum
125 Pioneer Street, Mandaluyong City, Metro Manila

(Company’s Address)

631-1801 10 05; 631-8151 ta 52

(Telephone Number)

December 31

(Fiscal Year Ending)
{month & day)

SEC Form 17 -C

Form Type

Amendment Designation (If applicable)

Period Ended Date

(Secondary License Type and File Number)




E
SECURITIES AND EXCHANGE COMMISSION

SEC FORM 17-C i

CURRENT REPORT UNDER SECTION 17 AP
OF THE SECURITIES REGULATION CODE o
AND SRC RULE 17.2(C) THEREUNDER

1. 06 February 2007
Date of Report (Date of earliest event reported)

2. SEC Identification No.:38683 3. BIR Tax Identification No. 041-000-315-612

4, THE PHILODRILL CORPORATION
Exact name of registrant as specified in its charter

5. METRO MANILA, PHILIPPINES 6. (SEC Use Only)
Province, country or other jurisdiction of Industry Classification Code
incorporation

7. QUAD ALPHA CENTRUM, 125 PIONEER, MANDALUYONG CITY 1550
Address of principal office Postal Code

8. (632) 631-1801 to 05; 631-8151 to 52

Registrant’s telephone number, including area code

9. N.A.
Former name or former address, if changed since last report

10.  Securities registered pursuant to Sections 8 and 12 of the SRC
Title of Each Class Number of Shares Qutstanding

(@P1.01 Par Value)
and Amount of Debt Outstanding

Total Shares 153,494,458,796
Loans Payable R 90,154,446.91

11.  Indicate the item numbers reported herein: 1TEM 9




SEC FORM 17-C ‘ .

February 6, 2007
SECURITIES AND EXCHANGE COMMISSION

ITEM Y. OTHER EVENTS

Please find the attached report on the number of the Company’s shareholders
owning at least one (1) board lot each and percentage of Foreign ownership report as of
January 31, 2007.

SIGNATURES

Pursuant 1o the requirements of the Securities Regulation Code, the issuer has
duly caused this report to be signed on its behalf by the undersigned hereunto duly
authorized.

THE PHILODRILL CORPORATION
By:
v

ADRIAN S. ARIAS
Corporate Secretary




THE PHILODRILL CORPORATION
Number of Shareholders Owning at Least One (1) Board Lot

January 31, 2007
Number of Issued and Outstanding Shares 153,494,458,796
Number of Stockholders 10,050*
Number of Shareholders owning at least one (1) Board lot each 7,761

*ngnre was provided by Fldelity Stock Tronsfers, Inc,, cach board with a minimum 100,000 shares

Computation of the Number of Shareholders owning at least one (1) Board lot each

Price Range (per PSE) B.O011 to .025
Market Price as of January 31, 2007 B 012

Shares per Board Lot 100,000

—
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STELE THANSFEIES, I8,
Groumd Flaor, Philew Bldg., Philex Mining Com.
Na. 27 Briston cor * airlzne St Pasig City 1602
Tel No 033-04-01  Fax No, 635.98-97
Eanal stia cong woomph

JCS/DGM-07-086

February 05, 2007

THE PHILODRILL CORPORATION
9" Fir., Quad Alpha Centrum
125 Pioneer St., Mandaluyong City

Attn: ATTY. ADRIAN S. ARIAS
Corporate Secretary

Subj; Section 17.13 of the PSE Revized Disclosure Rules
Desr Sirs:

Herein below is the foreign ownership monitoring report as of January 31, 20607, to wit:

Shares
Total Outstanding 153,494,458,796
Foreign Ownership Limit (40%) 61.397,783,518
Actual Foreign Ownership (1.612%) 2,474,626,309
Date

Transaction (settiement) last Processed by PCD August 29, 2006
Last transaction (DT) processed by FSTI January 31, 2007

Thank you

Very truly yours,

JENNY €. SERAFICA
Consultant for Operation

Idgm
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mTYTTETT SEC Number 38683
File Number

THE PHILODRILL CORPORATION

(Company’s Full Name)

8" — 9" Floors, Quad Alpha Centrum
125 Pioneer Street, Mandaluyong City, Metro Manila

(Company's Address)

631-1801 10 05; 631-8151 10 52

(Telephone Number)

December 31

(Fiscal Year Ending)
(month & day)

SEC Form17-C

Form Type

Amendment Designation (If applicable)

Period Ended Date

(Secondary License Type and File Number)
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SECURITIES AND EXCHANGE COMMISS| ON

SEC FORM 17-C

CURRENT REPORT UNDER SECTION 17 ~__u
OF THE SECURITIES REGULATION CODE
AND SRC RULE 17.2(C) THEREUNDER

21 February 2007
Date of Report (Date of earliest event reported)

SEC Identification No.:38683 3. BIR Tax Identification No. 041-000-315-612

THE PHILODRILL CORPORATION
Exact name of registrant as specified in its charter

METRO MANILA, PHILIPPINES 6. (SEC Use Only)

Province, country or other jurisdiction of Industry Classification Code

incorporation

QUAD ALPHA CENTRUM, 125 PIONEER, MANDALUYONG CITY 1550
Address of principal office Postal Code

(632) 631-1801 to 05; 631-8151 to 52

Registrant’s telephone number, including area code

N.A.
Former name or former address, if changed since last report

Securities registered pursuant to Sections 8 and 12 of the SRC
Title of Each Class Number of Shares Qutstanding

(@P.01 Par Value)
and Amount of Debt Outstanding

Total Shares 153,494,458,796

Loans Payable B 79,724,515.00

Indicate the item numbers reported herein: ITEM 9




SEC FORM 17-C
February 21, 2007
SECURITIES AND EXCHANGE COMMISSION

ITEM 9. OTHER EVENTS

Please be advised that at the Repular Meeting of the Board of Directors of THE
PHILODRILL CORPORATION (the “Company”) held today, 21 Februvary 2007, the
Board has approved the scheduling of the Company's Annual Stockholders’ Meeting
(“ASM”) on 20 June 2007, Wednesday, 3:00 p.m. By resolution of the Company’s
Board of Directors, the Record Date, for purposes of determining the stockholders of
record entitled to notice of and vote at said Meeting, is 13 April 2007.

SIGNATURES

Pursuant to the requirements of the Securities Regulation Code, the issuer has
duly caused this report to be signed on its behalf by the undersigned hereunto duly
authorized.

THE PHILODRILL CORPORATION

By: .
AL

ADRIAN §. ARIAS
Corporate Secretary




LR ATAN SEC Number 38683
File Number

THE PHILODRILL CORPORATION

(Company’s Full Name)

8" — 9" Floors, Quad Alpha Centrum
125 Pionecr Street, Mandaluyong City, Metro Manila

(Company's Address)

631-1801 to 05; 631-8151 to 52

(Telephone Number)

December 31

(Fiscal Year Ending)
{month & day)

SEC Form17-C

Form Type

Amendment Designation (if applicable)

Period Ended Date

(Secondary License Type and File Number)




SECURITIES AND EXCHANGE COMMI

SEC FORM 17-C

CURRENT REPORT UNDER SECTION 1
OF THE SECURITIES REGULATION CODE
AND SRC RULE 17.2(C) THEREUNDER

1. 05 March 2007
Date of Report (Date of earliest event reported)

2. SEC Identification No.:38683 3. BIR Tax Identification No. 041-000-315-612

4. THE PHILODRILL CORPORATION
Exact name of registrant as specified in its charter

5. METRO MANILA, PHILIPPINES 6. {SEC Use Only)
Province, country or other jurisdiction of Industry Classification Code
incorporation

7. QUAD ALPHA CENTRUM, 125 PIONEER, MANDALUYONG CITY 1550
Address of principal office Postal Code

8. (632) 631-1801 to 05; 631-8151 to 52

Registrant’s telephone number, including area code

9. N.A.
Former name or former address, if changed since last report

10.  Securities registered pursuant to Sections 8 and 12 of the SRC
Title of Each Class Number of Shares Outstanding

(@P.01 Par Value)
and Amount of Debt Qutstanding

Total Shares 153,494,458,796
Loans Payable R 77,724,514.46

11.  Indicate the item numbers reported herein: ITEM 9




SEC FORM 17-C . .

March 5, 2007
SECURITIES AND EXCHANGE COMMISSION

ITEMY. OTHER EVENTS

Please find the attached report on the number of the Company’s sharcholders
owning at least one (1) board lot each and percentage of Foreign ownership report as of
February 28, 2007.

SIGNATURES

Pursuant to the requirements of the Securities Regulation Code, the issuer has
duly caused this report to be signed on its behalf by the undersigned hereunto duly
authorized.

THE PHILODRILL/ CORPORATION
By:

ADRIAN S. ARIAS
Corporate Secretary




THE PHILODRILL CORPORATION
Number of Shareholders Owning at Least One (1) Board Lot
February 28, 2007

Number of Issued and Outstanding Shares 153,494,458,796
Number of Stockholders 10,020*
Number of Sharcholders owning at least one (1) Board lot each 7,729

*l-‘igurc was provided by Fidelity Stock Transfers, Inc., each board with a minimum 100,000 shares

Computation of the Number of Sharcholders owning at least one (1) Board lot cach

Price Range (per PSE) B.011 to .025
Market Price as of February 28, 2007 £.013

Shares per Board Lot 100,000




JCS/DGM-07-118
March 02, 2007

THE PHILODRILL CORPORATION
9" Fir., Quad Alpha Centrum
125 Pioneer St., Mandaluyong City

Attn: ATTY. ADRIAN S. ARIAS
Corporate Secretary

Subj: Section 17.13 of the PSE Revised Disclosure Rules

Dear Sirs:

Herein below is the foreign ownership monitoring report as of February 28, 2007, to wit:

FODEELOTY
STOOE TRADSFEIES, IV,

Ground Floor, Philex Bldg.. Philex Mining Corp.
No 27 Brixton cor Fartane Sts., Pasig Ciry 1603
Tel. No. 634-04-01  Fax No. 615.98-97

L-mail | fstie compass comph

|
i
|

Shares
Total Qutstanding 153,494,458,796
Foreign Ownership Limit (40%) 61,397,783,518
Actual Foreign Ownership (1.612%) 2,474,626,309
Date
Transaction (settlement) last Processed by PCD January 30, 2007
Last transaction (DT) processed by FSTI February 28, 2007
Thank you.
Very truly yours,
JE C| SERAFICA

Consultagyj for Operation

/dgm




_ i eem SEC Number 38683
R File Number

THE PHILODRILL CORPORATION

(Company’s Full Name)

8" - 9" Floors, Quad Alpha Centrum
125 Pioneer Street, Mandaluyong City, Metro Manila

(Company’s Address)

631-1801 to 05; 631-8151 tv 52

{Telephone Number)

December 31

(Fiscal Year Ending)
(month & day}

SEC Form17-C J

Form Type

Amendment Designation (If applicable)

Period Ended Date

(Secondary License Type and File Number)
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SECURITIES AND EXCHANGE COMMISSION

SEC FORM 17-C

CURRENT REPORT UNDER SECTION 17
OF THE SECURITIES REGULATION CODE
AND SRC RULE 17.2(C) THEREUNDER

12 March 2007
Date of Report (Date of earliest event reported)

SEC Identification No.:38683 3. BIR Tax Identification No. 041-000-315-612

THE PHILODRILL CORPORATION
Exact name of registrant as specified in its charter

METRO MANILA, PHILIPPINES 6. (SEC Use Only)

Province, country or other jurisdiction of Industry Classification Code
incorporation

QUAD ALPHA CENTRUM, 125 PIONEER, MANDALUYONG CITY 1550
Address of principal office Postal Code

(632) 631-1801 to 05; 631-8151 to 52

Registrant’s telephone number, including area code

N.A.
Former name or former address, if changed since last report

Securities registered pursuant to Sections 8 and 12 of the SRC
Title of Each Class Number of Shares Outstanding

(@P.01 Par Value)
and Amount of Debt Outstanding

Tota! Shares 153,494,458,796
Loans Payable R 77,724,514.46

Indicate the item numbers reported herein: ITEM 9




SEC FORM 17-C . .

Marchl2, 2007
SECURITIES AND EXCHANGE COMMISSION

The Philodrill Corporation and the other members of Service Contract (SC) 6A
consortium have entered into a Farm-in Agreement with Vitol GPC Investments S.A. and
the same has been submitted to, and is now pending approval by, the Department of
Energy.

SIGNATURES

Pursuant to the requirements of the Securities Regulation Code, the issuer has
duly caused this report to be signed on its behalf by the undersigned hereunto duly
authorized.

THE PHILODRILL CORPORATION

By:
n

ADRIAN S, ARIAS
Corporate Secretary




SEC Number 38683
File Number

THE PHILODRILL CORPORATION

{Company’s Full Name)

8" — 9" Floors, Quad Alpha Centrum
125 Pioneer Street, Mandaluyong City, Metro Manila

(Company’s Address)

631-1801 to 05; 631-8151 to 52

(Telephone Number)

December 31

(Fiscal Year Ending)
(month & day)

SEC Form17-C

Form Type

Amendment Designation (If applicable)

Period Ended Date

(Secondary License Type and File Number)




SECURITIES AND EXCHANGE COMMISSION @ HRap O

4

SEC FORM 17-C [ MAR 16 Zﬁﬂ 2 ’
CURRENT REPORT UNDER SECTION 17 e R
OF THE SECURITIES REGULATION CODE e

AND SRC RULE 17.2(C) THEREUNDER

1. 15 March 2007
Date of Report (Date of earliest event reported)

2. SEC Identification No.:38683 3. BIR Tax Identification No. 041-000-315-612

4. THE PHILODRILL CORPORATION
Exact name of registrant as specified in its charter

5. METRO MANILA, PHILIPPINES 6. (SEC Use Only)
Province, country or other jurisdiction of Industry Classification Code
incorporation

7. QUAD ALPHA CENTRUM, 125 PIONEER, MANDALUYONG CITY 1550
Address of principal office Postal Code

8. {632) 631-1801 to 05; 631-8151 to 52
Registrant’s telephone number, including area code

9. N.A.
Former name or former address, if changed since last report

10.  Securities registered pursuant to Sections 8 and 12 of the SRC
Title of Each Class Number of Shares Quistanding

(@P.01 Par Value)
and Amount of Debt OQutstanding

Total Shares 153,494,458,796
Loans Payable B 77,724,514.46

11.  Indicate the item numbers reported herein: 1TEM 9




SEC FORM 17-C o .

Marchls, 2007
SECURITIES AND EXCHANGE COMMISSION

ITEM?Y. OTHER EVENTS

We are submitting herewith a certification on the Company’s Petroleum Service
Contracts with the Department of Energy (DOE).

SIGNATURES

Pursuant 10 the requirements of the Securities Regulation Code, the issuer has
duly caused this report to be signed on its behalf by the undersigned hereunto duly
authonzed.

THE PHILODRILL CORPORATION

"
,‘—

ADRIAN S. ARIAS
Corporate Secretary




Republic of the Philippines
DEPARTMENT OF ENERGY

CERTIFICATION

TO WHOM IT MAY CONCERN:

This is to certify that The Philodriil Corporation, 2 company organized and
existing under the laws of the Republic of the Philippines, is a member of the following
valid and subsisting Petroleum Service Contracts (SC), either in its capacity as operator
or consortium member:

SC 6 (Cadlao Production Block) Carried Interest Party

SC 6A (Octon Block) Operator
SC 6B (Bonita Block) Operator
SC 14A (Nido Block) Operator
SC 14B (Matinloc Block) Operator
SC 14B-1 (North Matinloc) Operator
SC 14C-1 (Galoc) Consortium Member
SC14C-2 (West Linapacan) Operator
SC 14D (Retention Block) Operator
SC 14 (Tara Block) Consortium Member
SC41 (Sulu Sea) Consortium Member
SC 53 (Onshore Mindoro) Consortium Member

This certification is being issued to The Philodrill Corporation for whatever legal
purpose it may serve.

March 2, 2007, Fort Bonifacio, Taguig City

1Y I

RAMON ALLAN V. OCA
Director
Energy Resource Development Bureau

o e
00 FRIEECD mag
dd-certification-$C

Philodril)

Energy Center, Merritt Rd., Fort Bonifacio, Taguig City, Metro Manita 1201 Philippines
Tel. Nos.: Trunkline {632)840-1401; Telefax (632) 840-2067; (632} 840-2138; (632) 840-4244; Fax (632) 840-1731; Hotline (632) 840-2130
Website: www.doe.gov.ph E-malil: info@doe.gov.ph




SEC Number 38683
File Number

THE PHILODRILL CORPORATION

(Company’s Full Name)

8" — 9 Floors, Quad Alpha Centrum
125 Pioneer Street, Mandaluyong City, Metro Manila

(Company’s Address)

631-1801 to 05; 631-8151 to 52

(Telephone Number)

December 31

(Fiscal Year Ending)
{month & day)

SEC Form 17 -C
Form Type

Amendment Designation (if applicable)

Period Ended Date

(Secondary License Type and File Number)




SECURITIES AND EXCHANGE COMMISSIOQN

SEC FORM 17-C

CURRENT REPORT UNDER SECTION 17
OF THE SECURITIES REGULATION CODE
AND SRC RULE 17.2(C) THEREUNDER

l. 04 April 2007
Date of Report (Date of earliest event reported}

2, SEC Identification No.:38683 3. BIR Tax Identification No. 041-000-315-612

4. THE PHILODRILL CORPORATION
Exact name of registrant as specified in its charter

5. METRO MANILA, PHILIPPINES 6. (SEC Use Only)
Province, country or other jurisdiction of Industry Classification Code
incorporation

7. QUAD ALPHA CENTRUM, 125 PIONEER, MANDALUYONG CITY 1550
Address of principal office Postal Code

8. (632) 631-1801 to 05; 631-8151 to 52
Registrant’s telephone number, including area code

9. N.A.
Former name or former address, if changed since last report

10.  Securities registered pursvant to Sections 8 and 12 of the SRC
Title of Each Class Number of Shares Qutstanding

(@P.01 Par Value)
and Amount of Debt Qutstanding

Total Shares 153,494,458,796

Loans Payable B77,724,514.46

11.  Indicate the item numbers reported herein: ITEM 9




SEC FORM 17-C
April 4, 2007
SECURITIES AND EXCHANGE COMMISSION

ITEMS. OTHER EVENTS

Please find the attached report on the number of the Company’s shareholders
owning at least one (1) board lot each and percentage of Foreign ownership report as of
March 31, 2007.

SIGNATURES

Pursuant to the requirements of the Securities Regulation Code, the issuer has
duly caused this report to be signed on its behalf by the undersigned hereunto duly
authorized.

THE PHILODRILL CORPORATION
By:
A

ADRIAN S. ARIAS
Corporate Secretary




THE PHILODRILL CORPORATION
Number of Shareholders Owning at Least One (1) Board Lot

March 31, 2007
Number of Issued and Qutstanding Shares 153,494,458,796
Number of Stockholders 9,979+
Number of Shareholders owning at least one (1) Board lot each 7,666

"'Figure was provided by Fidelity Stock Transfers, Inc., each board with a minimum 100,600 skares

Computation of the Number of Shareholders owning at least one (1) Board lot each

Price Range (per PSE) R011 to .025
Market Price as of March 31, 2007 £.013

Shares per Board Lot 100,000
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April 03, 2007

THE PHILODRILL CORPORATION
9" Flr., Quad Alpha Centrum
125 Pioneer St., Mandaluyong City

Atm: ATTY. ADRIAN S. ARIAS
Corporate Secretary

Subj: Section 17.13 of the PSE Revised Disclosure Rules
Dear Sirs:

Herein below is the foreign ownership monitoring report as of March 31, 2007, to wit:

Shares
Tota! Outstanding 153,494,458,796
Foreign Ownership Limit (40%) 61,397,783,518
Actual Foreign Ownership (1.612%) 2,474,626,309
Date
Transaction (settlement) last Processed by PCD January 30, 2007
Last transaction (DT) processed by FSTI March 30, 2007
Thank you.
Very truly yours,

JENN\@\!AF[CA
Consultant for Operation

/dgm




THE PHILODRILL CORPORATION

Pirectors / Officers and Stockholders Qwning 5% or more

Alfredo C. Ramos |
Francises A. Navarro
Reynakdo E. Nazarea

- Alessantro O, Sales
Nicasio |, Alcantara
Watlter W, Brown
Christopher M. Cotarco
Henorlo A. Pobiador lH
Presentacion S. Ramos
Adrian S. Ramos

Augusto 8, Sunico
Adrian S. Arias

Stocidholders Owring 5% or more
PCO Nominee Corporation

Nafioryal Bookstore, Inc.
Vulcan industrial & Mining Corp.

Total Issued 8 Outstandng shares
Totat No. of STH as Mar. 31, 2007

No. of STH owning at foast one board fot
(Boardiot 100,000) .

As of March 31, 2007
Poaition
Chairman & President / Director
EVP { Director
Treasurer / VP for Administration
- VP Exploration -
Director .
Dirattor
- Dilju:tnr
Oirector
Director
Oirector
Director
Corporate Secretary
153,494,456,796
9,979
T.980

Total Issued & Percentage
Outstanding (%)

4,875,130 0.003%
745600 0.000%
0 0.000%
0 0.000%
363,200,000 0.237%
1,000,000 0.001%
1,952,700 _0.001%
28.900.000 0.019%
100,000 0.000%
10,000 0.000%
4917 0.000%
65.217 0.000%
68.909.618.721 44.894%
26,6562,621,975 17.364%
16,588,287,163 10.807%
112,552,381,419 73.327%
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- ey e s SEC Number 38683
: ! ' File Number

THE PHILODRILL CORPORATION
{Company's Full Name)

8" — 9" Floors, Quad Alpha Centrum
125 Pioneer Street, Mandaluyong City, Metro Manila
(Company’s Address)

631-1801 10 05; 631-8151 10 52
(Telephone Number)

December 31

(Fiscal Year Ending)
(month & day)

SEC Form 17 ~-C
Form Type

Amendment Designation (Il applicable)

Period Ended Date

(Secondary License Type and File Number)




SEC FORM 17-C o .

April 16, 2007
SECURITIES AND EXCHANGE COMMISSION

ITEM 9. OTHER EVENTS

We are submitting herewith one (1) pc. CD-ROM List of Stockholders as of April
13, 2007.

SIGNATURES

Pursuant 1o the requirements of the Securities Regulation Code, the issuer has
duly caused this report to be signed on its behalf by the undersigned hereunto duly

authorized.

THE PHILODRILL CORPORATION
By:
"

ADRIAN S. ARIJAS
Corporate Secretary
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THE PHILODRILL CORPORATION

{Company’s Full Name)

8" - 9 Floors, Quad Alpha Centrum
125 Pioneer Street, Mandaluyong City, Metro Manila

{Company’s Address)

631-1801 10 05; 631-8151 10 52

(Telephone Number)

December 31

(Fiscal Year Ending)
{month & day)

SEC Form17-C

Form Type

Amendment Designation (If applicable)

Period Ended Date

{Secondary License Type and File Number)
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11.

SECURITIES AND EXCHANGE COMMISSIO

SEC FORM 17-C

CURRENT REPORT UNDER SECTION 17
OF THE SECURITIES REGULATION CODE
AND SRC RULE 17.2(C) THEREUNDER

02 May 2007
Date of Report (Date of earliest event reported)

SEC Identification No.:38683 3. BIR Tax Identification No. 041-000-315-612

THE PHILODRILL CORPORATION
Exact name of registrant as specified in its charter

METRO MANILA, PHILIPPINES 6. (SEC Use Only)

Province, country or other jurisdiction of Industry Classification Code

incorporation

QUAD ALPHA CENTRUM, 125 PIONEER, MANDALUYONG CITY 1530
Address of principal office Postal Code

{632) 631-1801 to 05; 631-8151 to 52
Registrant’s telephone number, including area code

N.A.
Former name or former address, if changed since last report

Securities registered pursuant to Sections 8 and 12 of the SRC
Title of Each Class Number of Shares Outstanding

(@P.01 Par Value)
and Amount of Debt Quistanding

Total Shares 153,494,458,796
Loans Payable R 76,724,514.46

Indicate the item numbers reported herein: ITEM 9




SEC FORM 17-C

@ ®
May 2, 2007

SECURITIES AND EXCHANGE COMMISSION

ITEMY. OTHER EVENTS

Please be advised that today, 02 May 2007, The Philodrill Corporation (the
“Company) acquired 4,067,500,000 issued and outstanding shares of Phoenix Gas & Oil
Exploration Company, Inc. (PGO).

PGO owns participating interests in the following service contracts:

Service Contract 6A (Octon) 1.1000%
Service Contract 6B 28.1250%
Service Contract 14 (Tara) 22.5000%
Service Contract 14B1 (North Matinloc)  15.2610%
Service Contract 14C (Galoc) 0.6205%

Service Contract 14C (West Linapacan) 2.4820%

SIGNATURES

Pursuant to the requirements of the Securities Regulation Code, the issuer has
duly caused this report to be signed on its behalf by the undersigned hereunto duly
authorized.

THE PHILODRILL CORPORATION

By: , ! 5}
A,

ADRIAN S. ARIAS
Corporate Secretary




C ey SEC Number 38683
File Number

THE PHILODRILL CORPORATION

(Company’s Full Namc)

8" — 9" Floors, Quad Alpha Centrum
125 Pioncer Street, Mandaluyong City, Metro Manila

(Company’s Address)

631-1801 to 05; 631-8151 to 52

(Telephonc Number)

December 31

(Fiscal Year Ending)
(month & day)

SEC Formi17-C

Form Type

Amendment Designation (If applicable)

Period Ended Date

(Secondary License Type and File Number)
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SECURITIES AND EXCHANGE COMMISSION
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CURRENT REPORT UNDER SECTION 17
OF THE SECURITIES REGULATION CODE
AND SRC RULE 17.2(C) THEREUNDER

1. 04 May 2007
Date of Report (Date of earliest event reported)

2. SEC Identification No.:38683 3. BIR Tax Identification No. 041-000-315-612

4. THE PHILODRILL CORPORATION
Exact name of registrant as specified in its charter

5. METRO MANILA, PHILIPPINES 6. (SEC Use Only)
Province, country or other jurisdiction of Industry Classification Code
incorporation

7. QUAD ALPHA CENTRUM, 125 PIONEER, MANDALUYONG CITY 1550
Address of principal office Postal Code

8. (632) 631-1801 to 05; 631-8151 to 52

Registrant’s telephone number, including area code

9. N.A.
Former name or former address, if changed since last report

10.  Securities registered pursuant to Sections 8 and 12 of the SRC

Title of Each Class Number of Shares Qutstanding
(@P.01 Par Value)

and Amount of Debt Outstanding

Total Shares 153,494,458,796
Loans Payable R76,724,514.46
11.  Indicate the item numbers reported herein: 1TEM 9




. vemd

. f-:ai*m‘

- -

s A etz Gl

‘l.

. dn N Bee o 4

SEC FORM 17-C 0 .

May 4, 2007
SECURITIES AND EXCHANGE COMMISSION

ITEM 9. OTHER EVENTS

Please be advised that the Company’s Annual Stockholders’ Meeting (“*ASM”) on
20 June 2007, Wednesday, will be held at the Banahaw Ballroom, The Legend Villas, 60

Pioneer St., Mandaluyong City from 3 -5 p.m.

SIGNATURES

Pursuant to the requirements of the Securities Reguiation Code, the issuer has
duly caused this report to be signed on its behalf by the undersigned hereunto duly

authorized.

THE PHILODRILL CORPORATION

By:
A

ADRIAN 8. ARIAS
Corporate Secretary
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THE PHILODRILL CORPORATION

{Company’s Full Name)

8" — 9" Floors, Quad Alpha Centrum
125 Pioneer Street, Mandaluyong City, Metro Manila

(Company’s Address)

631-1801 to 05; 631-8151 to 52

{Telephone Number)

December 31

(Fiscal Year Ending)
{month & day)

SEC Form17-C

Form Type

Amendment Designation (If applicable)

Period Ended Date

(Secondary License Type and File Number)




10.

1.

/

SECURITIES AND EXCHANGE COMMISSION
SEC FORM 17-C

CURRENT REPORT UNDER SECTION 17

OF THE SECURITIES REGULATION CODE
* AND SRC RULE 17.2(C) THEREUNDER

07 May 2007
Date of Report (Date of earliest event reported)

SEC Ildentification No.:38683 3. BIR Tax Identification No. 041-000-315-612

THE PHILODRILL CORPORATION
Exact name of registrant as specified in its charter

METRO MANILA, PHILIPPINES 6. (SEC Use Only)
Province, country or other jurisdiction of Industry Classification Code
incorporation

QUAD ALPHA CENTRUM, 125 PIONEER, MANDALUYONG CITY 1550
Address of principal office Postal Code

(632) 631-1801 to 05; 631-8151 to 52
Registrant’s telephone number, including area code

N.A.

ML W

Former name or former address, if changed since last report
Securities registered pursuant to Sections 8 and 12 of the SRC
Title of Each Class Number of Shares Qutstanding

{@P.01 Par Value)
and Amount of Debt Qutstanding

Total Shares 153,494,458,796
Loans Payable B 76,724,514.46

Indicate the item numbers reported herein: 1TEM 9

¥




SEC FORM I7-C . o

May 7, 2007
SECURITIES AND EXCHANGE COMMISSION

ITEM Y, OTHER EVENTS

Please find the attached report on the number of the Company’s shareholders
owning at least one (1) board lot each and percentage of Foreign ownership report as of
April 30, 2007.

SIGNATURES

Pursuant to the requirements of the Sccurities Regulation Code, the issuer has
duly caused this report to be signed on its behalf by the undersigned hereunto duly
authorized.

THE PHILODRILL CORPORATION
By:
“

ADRIAN S. ARIAS
Corporate Secretary




o ¢ @a«m&mm’
STOLR TEAVSFEIRS, V.

Ground Flour, Philex Bldy., Philex Mining Corp.
Ne. 27 Brixton vor. Fuirlane Sts., Pasig City 1603
JCS/DGM-07-245 Tel. No, 634-04-01 Fax No. 635-98-97

E-tmnil : fatiercompass.conm.ph

May 03, 2007

THE PHILODRILL CORPORATION
9" Flr., Quad Alpha Centrum
125 Pioneer St., Mandaluyong City

Attn: ATTY. ADRIAN 8. ARIAS
Corporate Secretary

Subj: Section 17.13 of the PSE Revised Disclosure Rules
Dear Sirs:

Herein below is the foreign ownership monitoring report as of April 30, 2007, to wit:

Shares
Total Outstanding 153,494,458,796
Foreign Ownership Limit (40%) 61,397,783,518
Actual Foreign Ovwnership (1.502%) 2,306,771,909
Date

Transaction (settlement) last Processed by PCD Apnl 12, 2007
Last transaction (DT) processed by FST1 April 30, 2007

Thank you.

Very truly yours,




THE PHILODRILL CORPORATION
Number of Shareholders Owning at Least One (1) Board Lot

April 30, 2007
Number of Issued and Qutstanding Shares 153,494,458,796
Number of Stockholders 9,960*
Number of Shareholders owning at least one (1) Board lot each 7,000

*l’-‘lgure was provided by Fidelity Stock Traasfers, Inc., exch board with a minimum 100,000 shares

Computation of the Number of Shareholders owning at least one (1) Board lot each

Price Range (per PSE) B.011 to 025
Market Price as of April 30, 2007 £.014
Shares per Board Lot 100,000




SEC Number 38683
File Number

THE PHILODRILL CORPORATION

(Company’s Full Name)

8 — 9* Fioors, Quad Alpha Centrum
125 Pioneer Street, Mandaluyong City, Metro Manila

(Company’s Address)

631-1801 to 05; 631-8151 to 52

(Telephone Number)

December 31

(Fiscal Year Ending)
(month & day)

SEC Form 17-C

Form Type

Amendment Designation (If applicable)

Period Ended Date

(Secondary License Type and File Number)
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SECURITIES AND EXCHANGE COMMISSIO [ JUN 07 2007 &

SEC FORM 17-C

CURRENT REPORT UNDER SECTION 17
OF THE SECURITIES REGULATION CODE
AND SRC RULE 17.2(C) THEREUNDER

1. 05 June 2007
Date of Report (Date of earliest event reported)

2. SEC Identification No.:38683 3. BIR Tax Identification No. 041-000-315-612

4. THE PHILODRILL CORPORATION
Exact name of registrant as specified in its charter

5. METRO MANILA, PHILIPPINES 6. (SEC Use Only)
Province, country or other jurisdiction of Industry Classification Code
incorporation

7. QUAD ALPHA CENTRUM, 125 PIONEER, MANDALUYONG CITY 1550
Address of principal office Postal Code

8. {632) 631-1801 to 05; 631-8151 to 52

Registrant’s telephone number, including area code

9. N.A.
Former name or former address, if changed since last report

10.  Securities registered pursuant to Sections 8 and 12 of the SRC
Title of Each Class Number of Shares Qutstanding

(@P.01 Par Value)
and Amount of Debt Outstanding

Total Shares 153,494,458,796
Loans Payable B 75,724,514.46

11.  Indicate the item numbers reported herein: ITEM 9




SEC FORM 17-C . .

June 5, 2007
SECURITIES AND EXCHANGE COMMISSION

ITEM Y. OTHER EVENTS

Please find the attached report on the number of the Company’s shareholders
owning at least one (1) board lot each and percentage of Foreign ownership report as of
May 31, 2007.

SIGNATURES

Pursuant to the requirements of the Securities Regulation Code, the issuer has
duly caused this report to be signed on its behalf by the undersigned hereunto duly
authorized.

THE PHILODRILL CORPORATION
By:

P

ADRIAN S, ARIAS
Corporate Secretary




THE PHILODRILL CORPORATION
Number of Shareholders Owning at Least One (1) Board Lot

May 31, 2007
Number of Issued and Outstanding Shares 153,494,458,796
Number of Stockholders 9,927*
Number of Shareholders owning at least one (1) Board lot each 7,635

*Figure was provided by Fidelity Stock Transfers, Inc., each board with 2 minimum 100,000 shares

Computation of the Number of Shareholders owning at least one (1) Board lot each

Price Range (per PSE) B.011 to .025
Market Price as of May 31, 2007 8.022

Shares per Board Lot 100,000




o ¢ PUDELITY

STOLE TIANSFREI, .

Ciround Floew, Phitex Bldg., Philex Mining Corp.

Nu, 17 Brixton cor. Farlane Sts., Pasig City 160,
JCS/DGM-07-301 Tel. No. 634-0-01  Fax No. 635-98-97

C-minl ; fstiZcompass.com,ph

June 04,2007

THE PHILODRILL CORPORATION
9% Flr., Quad Alpha Centrum
125 Pioneer St., Mandaluyong City

Attn: ATTY. ADRIAN S. ARIAS
Corporate Secretary

Subj: Section 17.13 of the PSE Revised Disclosure Rules
Dear Sirs:

Herein below is the foreign ownership monitoring report as of May 31, 2007, to wit:

Shares
Total Qutstanding 153,494,458,796
Foreign Ownership Limit (40%) 61,397,783,518
Actual Foreign Ownership (1.502%) 2,306,771,909
Date

Transaction (settlement) last Processed by PCD April 12, 2007
Last transaction (DT) processed by FST] May 31, 2007

Thank you.

Very truly yours,




e SEC Number 38683
File Number

THE PHILODRILL CORPORATION

{Company’s Full Name)

8" — 9" Floors, Quad Alpha Centrum
125 Pioneer Street, Mandaluyong City, Metro Manila

(Company’s Address)

631-1801 to 05; 631-8151 1o 52

(Telephone Number)

December 31

(Fiscal Year Ending)
(month & day)

SEC Forml17-C

Form Type

Amendment Designation (If applicable)

Period Ended Date

(Secondary License Type and File Number)
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SECURITIES AND EXCHANGE COMMISSION
SEC FORM 17-C
CURRENT REPORT UNDER SECTION 17

OF THE SECURITIES REGULATION CODE
AND SRC RULE 17.2(C) THEREUNDER

05 July 2007
Date of Report (Date of earliest event reported)

SEC Identification No.;38683 3. BIR Tax Identification No. 041-000-315-612

THE PHILODRILL CORPORATION
Exact name of registrant as specified in its charter

METRO MANILA, PHILIPPINES 6. (SEC Use Only)
Province, country or other jurisdiction of Industry Classification Code
incorporation

QUAD ALPHA CENTRUM, 125 PIONEER, MANDALUYONG CITY 1550
Address of principal office Postal Code

(632) 631-1801 to 05; 631-8151 to 52
Registrant’s telephone number, including area code

N.A.

Former name or former address, if changed since last report
Securities registered pursuant to Sections 8 and 12 of the SRC
Title of Each Class Number of Shares Qutstanding

(@P.01 Par Value)
and Amount of Debt Outstanding

Total Shares 153,494,458,796

Loans Payable R 74,724,515.00

Indicate the item numbers reported herein: ITEM 9




SEC FORM 17-C
July 5, 2007

SECURITIES AND EXCHANGE COMMISSION

ITEM 9. OTHER EVENTS

Please find the attached report on the number of the Company’s shareholders
owning at least one (1) board lot each and percentage of Foreign ownership report as of
June 30, 2007.

SIGNATURES

Pursuant to the requirements of the Securities Regulation Code, the issuer has
duly caused this report to be signed on its behalf by the undersigned hereunto duly
authorized.

THE PHILODRILL CORPORATION

By:
A

ADRIAN §, ARIAS
Corporate Secretary




THE PHILODRILL CORPORATION
Number of Shareholders Owning at Least One (1) Board Lot

June 30, 2007
Number of Issued and Outstanding Shares 153,494,458,796
Number of Stockholders 9,778*
Number of Shareholders owning at least one (1) Board lot each 7,512

i'Flgurc was provided by Fidelity Stock Transfers, Ior., each board with 8 minimum 100,000 shares

Computation of the Number of Shareholders owning at least one (1) Board lot each

Price Range (per PSE) £.011 to .025
Market Price as of June 30, 2007 B .023

Shares per Board Lot 100,000




FUDEATTY
STOLE TEANSIEIES, e,

Ciround Floor, Philey Bldg., Philex Mining Corp.

No. 27 Brixton vor. Fairlane Sts,, Pastp City 1602
JCS/DGM-07-350 Tel. No 634-04-01 Fax No, 635-98-97
E-mail : fsn@compass.com.ph

July 03, 2007

THE PHILODRILL CORPORATION
9% Fir., Quad Alpha Centrum
125 Pioneer St., Mandaluyong City

Attn: ATTY. ADRIAN S. ARIAS
Corporate Secretary

Subj: Section 17.13 of the PSE Revised Disclosure Rules
Dear Sirs:

Herein below is the foreign ownership monitoring report as of June 30, 2007, to wit:

Shares
Total Qutstanding 153,494,458,796
Foreign Ownership Limit (40%) 61,397,783,518
Actual Foreign Ownership (1.758%) 2,698,462,109
Date
Transaction (settlement) last Processed by PCD April 12,2007
Last transaction (DT) processed by FSTI June 29, 2007
Thank you.
Very truly yours,
JE SERAFICA

Consultant for Operation

fdgm
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File Number

THE PHILODRILL CORPORATION

(Company’s Full Name})

8" — 9 Floors, Quad Alpha Centrum
125 Pioneer Street, Mandaluyong City, Metro Manila

(Company’s Address)

631-1801 to 05; 631-8151 to 52

{Telephone Number)

December 31

{Fiscal Year Ending)
(month & day)

SEC Forml17--C

Form Type

Amendment Designation (1f applicable)

Period Ended Date

{Secondary License Type and File Number)
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SECURITIES AND EXCHANGE COMMISSION
SEC FORM 17-C
CURRENT REPORT UNDER SECTION 17

OF THE SECURITIES REGULATION CODE
AND SRC RULE 17.2(C) THEREUNDER

20 June 2007
Date of Report (Date of earliest event reported)

SEC Identification No.:38683 3. BIR Tax Identification No. 041-000-315-612

THE PHILODRILL CORPORATION
Exact name of registrant as specified in its charter

METRO MANILA, PHILIPPINES 6. (SEC Use Only)
Province, country or other jurisdiction of Industry Classification Code
incorporation

QUAD ALPHA CENTRUM, 125 PIONEER, MANDALUYONG CITY 1550
Address of principal office Postal Code

(632) 631-1801 to 05; 631-8151 to 52
Registrant’s telephone number, including area code

N.A.
Former name or former address, if changed since last report

Securities registered pursuant to Sections 8 and 12 of the SRC
Title of Each Class Number of Shares Qutstanding

(@P.01 Par Value)
and Amount of Debt QOutstanding

Total Shares 153,494,458,796

Loans Payable R 75,724,514.46

Indicate the item numbers reported hercin:  ITEM 9




SEC FORM 17-C
June 20, 2007

SECURITIES AND EXCHANGE COMMISSION

ITEM 9. OTHER EVENTS

Please be advised that at the Annual Meeting of the Stockholders’ of THE PHILODRILL
CORPORATION (the “Company™) held today, 20 June 2007, 3:00 p.m. at the Banahaw
Ballroom, The Legend Villas, 60 Pioneer Street, Mandaluyong City, the following
persons were unanimously elected directors of the Company to serve as such for one (1)
year and until their successors shall have been elected at the next annual meeting of the
stockholders in 2008:

ALFREDO C. RAMOS WALTER W. BROWN
PRESENTACION S. RAMOS ADRIAN 8, RAMOS
AUGUSTO B. SUNICO NICASIO I. ALCANTARA®*
FRANCISCO A. NAVARRO HONORIO A. POBLADOR I11*

CHRISTOPHER M. GOTANCO

*Messrs. Alcantara and Poblador are the Cornpany’s Independent Directors

At the Organizational Meeting of the Board of Directors of the Company held on 20 June
2007 immediately after the Annual Meeting of Stockholders, upon nominations duly
made and seconded, the following persons were elected to the positions indicated
opposite their respective names below:

ALFREDO C. RAMOS Chairman of the Board and President

FRANCISCO A. NAVARRO Executive Vice President

REYNALDO E. NAZAREA Treasurer and Vice President for
Administration

ALESSANDRO O. SALES Vice President, Exploration

ADRIAN S. ARIAS Corporate Secretary

Nomination Committee

Members :  NICASIO I. ALCANTARA, Independent Director, Chairman
ALFREDO C. RAMOS, Director, Member
WALTER W. BROWN, Director, Member
REYNALDO E. NAZAREA - Treasurer and Vice President for
Administration, Non-voting Member

Compensation & Remuneration Committee

Members :  HONORIO A. POBLADOR 1, Independent Director, Chairman
WALTER W. BROWN, Director, Member
AUGUSTO B. SUNICO, Director, Member




SEC FORM 17-C
June 20, 2007
SECURITIES AND EXCHANGE COMMISSION

Audit Committee
Members :  HONORIO A. POBLADOR I1, Independent Director, Chairman
NICASIO 1. ALCANTARA, Independent Director, Member
WALTER W. BROWN, Director, Member
ADRIAN 8. RAMOS, Director, Member
Compliance/Reporting Officer, Anti-Money : ADRIAN S. ARIAS
Laundering/Corporate Governance
Internal Auditor : VIOLETA B. DE LEON

SIGNATURES

Pursuant to the requirements of the Securities Regulation Code, the issuer has
duly caused this report to be signed on its behalf by the undersigned hereunto duly
authorized.

THE PHILODRILL CORPORATION
By: : A

ADRIAN S. ARIAS
Corporate Secretary
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File Number

THE PHILODRILL CORPORATION

{Company’s Full Name)

&" — 9" Floors, Quad Alpha Centrum
125 Pioneer Street, Mandaluyong City, Metro Manila

(Company’s Address)

631-1801 to 05; 631-8151 to 52

(Telephone Number)

December 31

(Fiscal Year Ending)
{month & day)

Attendance of the Board of Directors Meeting

Form Type

Amendment Designation (If applicable)

Period Ended Date

{Secondary License Type and File Number)




SECRETARY'S CERTIFICATE | o

CENLAL RECEIVING AND

Mg BIVIK
KNOW ALL MEN BY THESE PRESENTS: oy: [P DLt DO

1, ADRIAN S. ARIAS, being the duly elected and qualified Corporate Secretary
of THE PHILODRILL CORPORATION (the “Company™), a corporation duly
organized and existing under and by virtue of the laws of the Republic of the Philippines,
with principal offices at the 8" and 9™ Floors, Quad Alpha Centrum, 125 Pioneer,
Mandaluyong City 1550, Philippines, under oath, depose and state:

1. That the summary of the attendance of the members of the Board of Directors of
the Corporation during the Board meetings for the year 2006 shown below is true
and correct based on the records of the Corporation:

Date of Board Meetings
Name of Directors 1/18 215 32 4/26 531 &/2) 7126 823 9727 | 1025 | 11222 | 1220
Alfredo C. Ramos ! / / / / / ! / / / / /
Walter W. Brown / / / ! ! / ! / X X X X
Augusto B. Sunico. / / / X / / / / / / / {
Presentacion S. Ramos / / / [ / / ! ! X f i /
Christopher M. Gotanco / / ! / / / f ! / ! ! !
Adrian S. Ramos / ! / / { / ! / / { ! /
Francisco A. Navammo* X X / i / / ! / / / ! /
Nicasio ). Alcantara X X X / X ! f { / { X !
Honorio A. Poblador 111 / / / X / X X X X l ! /
Maximo G. Licauco / / Resiened X X X X X X X X X
Legend: [/l present  {x] absent [*] director as of 3/22/06

2. This certification is cxecuted in compliance with the requirements of SEC
Memorandum Circular No. 2, Series of 2002, otherwise known as the SEC Code
of Corporate Governance and the Corporation’s Manual on Corporate
Govemnance.

N WITNESS WHEREOQF, 1 have hereunto affixed my signature this day

of December, 2006 at Mandaluyong City.
-

ADRIAN S. ARIAS
Corporate Secretary

o7 '
SUBSCRIBED AND SWORN to before me thisG R ﬁyy o?fq}ccembcr 2006 at
Mandaluyong City, affiant exhibited his Community Tax Certificate No. 09771415
issued on January 4, 2006 at Mandaluyong City.

Doc. No. {33 ; CARIEN C[% Cﬁ’”

Page No. 36 ; N AN Wh
BOOkNOJ M Curmirsana S r ,
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THE N ab 00 DG 1,014\
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e e .. SEC Number 38683
AR File Number

THE PHILODRILL CORPORATION

{Company’s Full Name)

8" — 9" Floors, Quad Alpha Centrum
125 Pioneer Street, Mandaluyong City, Metro Manila

{(Company’s Address)

631-1801 to 05, 631-8151 10 52

(Telephone Number)

December 31

(Fiscal Year Ending)
(month & day)

Certificate of Independent Director

Form Type

Amendment Designation (If applicable)

Period Ended Date

(Secondary License Type and File Number)




CERTIFICATION OF INDEPENDENT DIRECTORS }

N -
‘%D_&Qﬂ) .?(ML‘)%!Q Fitipino, of legal age and a resident of _H\f
n

lo
having been duly swam 1o in accordance with law do hereby declare that:

) AN
1. 1 am an independent director of _ﬂ-_ly)@ a'LL L
2. T am affiliated with the following companies or organizations:
Company/Qrgauization Position/Relativaship Period of Service

| ALSOR( CamfeuyiHl) Dl el 1995 to Pren]
| PbonshT DUETUL 48 4o frecsT
L avengear TELERon coth_ | D [FS_ % fresd]
20k [NOSSHENT, (N & Wlean \ %9 b o

3.1 | the qualifications and none of the disqualifications to serve as an Independent Director of
; , as provided for in Section 38 of the Securitics Regulation

Code and its Implementing Rules and Regulations.

4. 1shall faithfully and diligently comply with my duties and responsibilities as independent director under
the Securities Repulation Code.

c :
5. 1 shall inform the corporate secrefary of Q&Luﬂ"““-’ of any changes in the
abovementioned informiation within five days from its occurrence.

Done, this______dayof .al

SUBSCRIBED AND SWORN to before me this day®r 7 AN 200F
CITY OF MANDALUYONGaffiant personally appeared before me and exhibited 1o me

hisher Community Tax Certificate No. 2/3 §/0 34 issued at
Mnan DALY ONG exgn L1 )2¥] 2000

Doc. No._132 _:

Page No._3( - % @/
Book Nu, “I . winn g BN RONE AR .;ﬂ%ﬁ ADOR

] ' Sonn Ponlss b Sandatus ey Uiy
Series of _ 2058: Commmissior No J 1 innd 31 ey 2007
foolk of Attomess N SO30%
FFR No. G210/ 0122406 2 Makati Ciny
1B No 662089 7004416 1 PILM
WF Quad Alpba Cevrroan (28 Prismeer $3 .
Aar nUHy




1, Nicasio I. Alcantara, Filipino, of legat age and a resident 34 1°Tsambd—
Road, Forbes Park, Makati City, after having been duly swom to in accordance 'nh

law do hereby declare that:

1. 1am an independent director of Tha Philodrill Corporation.

2. Lam affiliaied with the following companies or organizations:

NAME OF OFFICR POSITION DATE ASSUMED

CONAL CORPORATION DIRECTOR TULY 6,1984 TO
o o PRYSKNT |
ALSONS INSURANCF. RROKERS CORF, | DIRECTOR MARCH 1973 TO'|
PRESENT
SARANGANI AGRICULTLURAL CO., INC. | DIRECTOR JANUARY 1978 TO
_ PRUSENT

ALSONS AQUACUL TURE DIRECTOR MAY 27,1988 1O |
CORPORATION PRESENT
AQUASUR RESOURCFS CORPORATION | DIRECTUR MAY 7, 1987 TO
PRESENT

FINFISH BATCHERILES, INC. DIRECTOR NOVEMBLR 20, 1998 TC |
_ PRESENT
BUAYAN CAT11.4: CO,, INC. DIRECTOR JANUARY 1978 T0

— e _____ PRMSENT |
A).SONS DEV. & INVESTMENT CORP. NIRECTOR DECEMBER 14, 1962 10
PRESENT
ALSONS LAND CORPORATION DIRECTOR NOVEMBER 38, 1994 TO
___ . PRESENT
LIMA LAND, INC. TREC TOR OCTOBER 12, 1995 TO
L . PRESENT

C. ALCANTARA & SONS, INC. DIRECTOR DECEMRANR 18, 1962 TO |
L PRESENT
REFRACTORIES CORP. OF THE DIRECTOR OCTOBER 13, 1976 TO
 PHILIPPINGS _PRESENT
PETRON CORPORATION CHARMAN JULY 2001

3. 1 possess all the qualifications and none of the disqualifications 10 serve as
an Independent Dircctor of The Philodrill Corporatian, as provided for in
Section 38 of the Sacurities Regulation Code and its Implementing Rules

and Regulations.

4. 1shall faithfully and diligendy comply with my duties and responsibilities
as independent director under the Securities Regulation Code.

5. [shall inform the corporate secretary of The Philodrill Corporation




of any changes in the abovementioned informution within five days from
its occurrence. _

Done, this 28th day of December, 2006, arMakati City.

d

10 1. ALCANTARA
Affiant

NICAS

SUBSCRIBED AND SWORN to before me this 28th day of December, 2006
at Makati City, effiant personally appeared before me and exhibited 10 me tds
Commumity Tax Certificate No. 24808809 issued at Makati City on 12 January 2006.

Doc. No. % ;
Page No. ;
Book No. ﬂ !

Series of 2006.
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THE PHILODRILL CORPORATION % g
MINUTES OF THE ORGANIZATIONAL MEETING
BOARD OF DIRECTORS

Held on 26 July 2006, 4:30 p.m.
At the Banahaw Ballroom, The Legend Villas
60 Pioneer Street, Mandaluyong City

Directors Present:

ALFREDO C. RAMOS WALTER W. BROWN
PRESENTACION S. RAMOS CHRISTOPHER M. GOTANCO
ADRIAN S. RAMOS FRANCISCO A. NAVARRO
AUGUSTO B. SUNICO NICASIO I. ALCANTARA

Also Present ;
REYNALDO E. NAZAREA Treasurer & Vice-President-Administraiton

ALESSANDRO O. SALES Vice-President-Exploration
ADRIAN S. ARIAS Corporate Secretary

. CALLTOORDER
Mr. Alfredo C. Ramos, acting temporarily as Chairman, called the meeting to

order and designated Atty. Adrian S. Arnias as Secretary. There being in attendance eight
(8) out of nine (9) directors, a quorum was present for the transaction of business.

IL ELECTION OF OFFICERS

The first order of business is the election of officers of the Company. The Acting
Chairman then declared the table open for nominations.

Upon the unanimous vote of the directors present, Mr. Alfredo C. Ramos was
elected Chairman and President. Likewise, the Chairman nominated the following

corporate officers: '
FRANCISCO A. NAVARRO Executive Vice President
REYNALDO E. NAZAREA Treasurer and Vice President | for
Administration
ALESSANDRO O. SALES Vice President- Exploration
ADRIAN S. ARIAS Corporate Secretary

£
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PHILODRILL -~ s

July 26, 2006/MINUTES | .
ORGANIZATIONAL MEETING

Nomination Committee

Members :  NICASIO I. ALCANTARA, Independent Director, Chairman
ALFREDO C. RAMOS, Director, Member
WALTER W, BROWN, Director, Member
REYNALDO E. NAZAREA - Treasurer and Vice President for
Administration, Non-voting Member

Compensation & Remuneration Committee

Members :  HONORIO A. POBLADOR 111, lndcpendcnt Director, Chairman
WALTER W. BROWN, Director, Member
AUGUSTO B. SUNICO, Director, Member

Audit Committee
Members :  HONORIO A. POBLADOR 111, Independent Director, Chairman
NICASIO I. ALCANTARA, Independent Director, Member
WALTER W. BROWN, Director, Member
ADRIAN S. RAMOS, Director, Member
Compliance/Reporting Officer, Anti-Money :  ADRIAN S. ARIAS
Laundering/Corporate Governance
Internal Auditor : VIOLETA B. DE LEON

The nominations having been seconded, the Chairman inquired if there were other
nominees. There being none, the Chairman declared the above-named persons duly
elected officers of the Company.

. ADJOURNMENT

There being no further matters to be discussed, the meeting was, on motion duly
made and seconded, adjourned at 5:30 p.m.

Certifi orrect:

n
ADRIAN S. ARIAS
Corporate Secretary
ATTEST: T
Coe Ol
ALFREDO C. RAMOS

Chairman of the Board
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PHILODRILL -
July 26, 2006/MINUTES {
ORGANIZATIONAL MEETING

READ and APPROVED
{Minutes of the Organizational Meeting
of the Board of Directors

iy 1 held on 26 July 2006) -

PRESENTACION §. RAMOS WALTER W;
: Dif@t}\
e 2

CHRISTOPHER M. GOTANCO

Dlrector
K’{ ClSCO A. NAVARRO
Director & Director
NICASIO 1. ALCANTARA
Director

Republic of the Philippines) S.8S.
Mandaluyong City )

!
SUBSCRIBED AND SWORN to before me thisid 0 AU August 2006
affiants exhibited their Community Tax Certificate to wit:

Name C.T.C. No. Date and Place Issued
ALFREDO C. RAMOS 12099631 January 2, 2006 Manila
WALTER W. BROWN 12619353 January 14,2006  Quezon City
AUGUSTO B. SUNICO 09771414 January 4, 2006 Mandaluyong City
PRESENTACION S. RAMOS 12099632 January 2, 2006 Manila
ADRIAN S. RAMOS 12099620 January 2, 2006 Manila
CHRISTOPHER M. GOTANCO 21366615 January 17,2006  Mandaluyong City
FRANCISCO A. NAVARRO 21852116 February 17,2006 Pasig City
NICASIO 1. ALCANTARA 24808809 January 12,2006  Makati City
ADRIAN S. ARIAS 09771415 January 4, 2006 Mandaluyong City
Doc. No. %(,
Page No. <V ;
Book No.z;
Scries of 2006. IGHO F. MORAL
NOTARY PUBLIC”
CEC 312007
Fritdbag 0806537

I.:-'.'.l U ""_-‘ 1.2.08
Pranlaluyono oty
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FIDELITY STOCK TRANSFERS, INC.
THE PHILODRILL CORPORATION
TOP 100 STOCKHOLDERS REPORT AS OF 09/30/2006

TOP TOTAL SHARES PERCENTAGE NAME

1 494,938,057 32.2446% PCD NOMINEE CORPORATION \
2 266,526,223 17.3639% NATIONAL BOOKSTORE, INC.

3 174,503,433 11.3687% PHILEX MINING CORP.

4 165,882,872 10.8070% VULCAN INDUSTRIAL & MINING CORP.

5 51,459,904 3.3525% ALAKOR CORPORATION

6 24,234,387 1.5788% PHILIPPINE OVERSEAS TELECOMMS. CORP.
7 24;223,034 1.5781% ALAKOR SECURITIES CORPORATION

8 14,740,821 0.9603% TRAFALGAR HOLDINGS PHIL,, INC,

9 9,584,907 0.6244% WEALTH SECURITIES, INC.

10 - 6,621,734 0.4313% TERESITA DELA CRUZ

11 6,013,353  0.3917% HENRY A. BRIMO

12 5,667,200 0.3692% ALSONS CONSOLIDATED RESOURCES, INC.
13 4,905,652 0.3195% CONRADO S. CHUA

14 3,854,825 0.2511% RCBC TA# 72-230-8

15 3,643,112 0.2373% ANG NGO CHIONG

16 3,632,000 0.2366% NICASIO ALCANTARA

17 3,515,620 0.2290% ALBERT AWAD

18 3,368,821 0.2194% RCBC TRUST ACCOUNT #32-314-4

19 3,179,104 0.2071% ALBERTO MENDOZA &/OR JEANIE C. MENDOZA
20 3,003,357 0.1956% CUALOPING SEC. CORP.

e Bk Y s e = mmm g m T gimm s mepman o e e wa + i A:




21

22

23

24

25

26

27

28

29

30

3l

32

33

34

35

36

37

38

39

41
42

43

2,644,999
2,540,970
2,286,834
2,121,113
1,882,475
1,880,681
1,820,000
1,799,299
1,764,157
1,730,850
1,684,764
1,658,070
1,586,879
1,500,000
1,435,497
1,429,958
1,296,606
1,279,718
1,275,000
1,209,267
1,196,606
1,180,089
1,175,921

1,104,000

0.1723% PIONEER INSURANCE & SURETY CORP.
0.1655% CHRISTINE C. CHUA

0.1489% JOSE CHAN MAN CHUAN

0.1381% MONDRAGON SECURITIES CORP.
0.1226% PHIL. REMNANTS CO., INC.

0.1225% AYALA CORPORATION

0.1185% PAULINO CHUA

0.1172% ANITAN.TY

0.1149% CARMENCITA O. REYES

0.1127% SALVADOR LACSON

0.1097% JOSE D. SANGALANG

0.1080% INDEPENDENT REALTY CORPORATION
0.1033% R. S.LIM & CO. INC.

0.0977% DELFIN GO

0.0935% JUANITO QUE

0.0931% ENRIQUE LAGUINIA

0.0844% CAMPOS, LANUZA & CO., INC.

0.0833% BENJAMIN CO CA & CO., INC.

0.0830% FENIX SE BING

0.0787% IMPERIAL, DE GUZMAN, ABALOS & CO., INC.
0.0779% ANSALDO, GODINEZ & CO., INC.
0.0768% LUYS SECURITIES CO., INC.

0.0766% LACSON, STREEGAN INS. CONS., INC.

0.0719% J.A. GONZALEZ




45

47

48

49

50

51

52

53
54
55
56
57
58

59

6l
62

63

65

66

1,089,362
1,079,185
1,038,724
1,038,608
1,033,352
1,010,547
1,006,878
1,000,000
1,000,000
958,941
922,798
912,826
909,414
881,830
876,889
859,740
842,125
823,976
819,759
814,494
813,874
800,000

771,720

0.0709% ANGLO PHIL. OIL & MINING DEV. CORP.
0.0703% LUCIO YAN
0.0676% DAVID WUSON
0.0676% VIRGINIA YAPTINCHAY
0.0673% PACIFIC RIM EXPORT & HOLDINGS CORP.
0.0658% JOSE ANTONIO GONZALEZ
0.0655% DAVID GO SECURITIES CORP.
0.0651% TERESO C. TAN
0.0651% DELFIN GO KIAN LAM
0.0624% JIMMY BAUTISTA
0.0601% BRISOT ECONOMIC DEV. CORP.
0.0594% ARMINDA A. MUGA
0.0592% LACSON STREEGAN INSURANCE CONSULTANT INC.
0.0574% HOPKINS, HARBACH & CO.
0.0571% G & L SECURITIES CO., INC.
0.0560% CARMEN ONGSIAKO
0.0548% TANSENGCO & CO., INC.
0.0536% FRANCISCO ORTIGAS SEC., INC. A/C #212
0.0534% FAUSTINO PE
0.0530% BENITO YANG
0.0530% JOSE Y CAMPOS
0.0521% ELISA S. SAW

0.0502% MANDARIN SECURITIES CORPORATION




67
68
69
70
71
72
73
74
75
76
77
78
79
80
81
82

83

85
86
87
88

89

761,050
759,953
758,913
748,307
733,794
720,150
714,518
712,777
707,742
706,438
680,726
676,910
663,854
662,312
660,484
658,918
651,000
648,602
648,446
646,456
626,751
613,333

611,917

607,000

0.0495% ROSARIO ACUNA

0.0495% BARCELON ROXAS SECURITIES, INC.
0.0494% INVESTORS SECURITIES, INC.
0.0487% MAXINE C. DE CACHO

0.0478% JUANITO L. YEE

0.0469% MARIANO O. CHUA

0.0465% JOSEPH D. ONG

0.0464% FRANCISCO ORTIGAS SEC., INC. A/C #116!
0.0461% ALBERTO MENDOZA

0.0460% AURORA SHIH

0.0443% WILLIAM HOW &/OR BENITO HOW
0.0440% BELEN NG CO

0.0432% CITISECURITIES, INC.

0.0431% EDWARD T. GABALDON

0.0430% VICENTE YU

0.0429% MIDAS DEV. CORP.

0.0424% TERESITA HAM AYEN

0.0422% RAMON MONZON

0.0422% ALL ASIA SEC. MGT. CORP.
0.0421% ENRIQUE LUY

0.0408% R. NUBLA SECURITIES, INC.
0.0399% JOSE ANTONIO U. GONZALEZ
0.0398% MARIA PAZ BRIMO

0.0395% ROSARIO TIN




91 603,500
CORP.
92 595,275
93 575,000
94 570,070
95 567,914
96 542,653
97 533,958
98 516,000
99 507,066
160 504,559

1,356,183,557

0.0393% AACTC FAO TRINITY INVESTMENT AND MANAGEMENT

0.0387% PRYCE SECURITIES, INC.

0.0374% PIONEER INTERCONTINENTAL INSURANCE CORP.
0.0371% BELSON SECURITIES, INC.

0.0369% ANTONIO O. FLOIRENDO

0.0353% SUNNY BAUTISTA

0.0347% GREENE V. HERRERA

0.0336% SQUIRE SECURITIES, INC.
0.0330% GEORGE K. YOUNG

0.0328% R. COYIUTO SECURITIES, INC.

GRAND TOTAL
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FIDELITY STOCK TRANSFERS, INC.
THE PHILODRILL CORPORATION
TOP 100 STOCKHOLDERS REPORT AS OF 12/31/2006

CE':::RAL RECEIVING
By: | ECORDS BivISION
—————

TOP TOTAL SHARES PERCENTAGE NAME

1 680,310,491
2 266,526,223
3 165,882,872
4 51459904
S 24,234,387

6 24,223,034
7 14,740,821

8 9,584,907

9 6,621,734

10 6013353
1 5,667,200
12 4,905,652
13 3,854,825
14 3,643,112
15 3,632,000
16 3,515,620
17 3,368,821
18 3,179,104
19  2,895,55)
20 2,540,970

44.3213% PCD NOMINEE CORPORATION

17.3639% NATIONAL BOOKSTORE, INC.

10.8070% VULCAN INDUSTRIAL & MINING CORP.

3.3525% ALAKOR CORPORATION

1.5788% PHILIPPINE OVERSEAS TELECOMMS. CORPF.

1.5781% ALAKOR SECURITIES CORPORATION

0.9603% TRAFALGAR HOLDINGS PHIL., INC.
0.6244% WEALTH SECURITIES, INC.
0.4313% TERESITA DELA CRUZ

0.3917% HENRY A. BRIMO

0.3692% ALSONS CONSOLIDATED RESOURCES, INC.

0.3195% CONRADO S. CHUA
0.2511% RCBC TA# 72-230-8
0.2373% ANG NGO CHIONG
0.2366% NICASIO ALCANTARA
0.2290% ALBERT AWAD

0.2194% RCBC TRUST ACCOUNT #32-314-4

0.2071% ALBERTO MENDOZA &/OR JEANIE C. MENDOZA

0.1886% CUALOPING SEC. CORP.

0.1655% CHRISTINE C. CHUA
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22

23

24

25

26

27

28

29

30

3l

32

33

35

36

37

38

39

40

4]

42

43

2,286,834
1,882,475
1,880,681
1,820,000
1,799,299
1,764,157
1,730,850
1,684,764
1,658,070
1,586,879
1,500,000
1,435,497
1,429,958
1,296,606
1,275,000
1,209,267
1,196,606
1,180,089
1,175,921
1,104,000
1,089,362
1,079,185
1,038,724

1,038,608

0.1489% JOSE CHAN MAN CHUAN
0.1226% PHIL. REMNANTS CO,, INC,
0.1225% AYALA CORPORATION
0.1185% PAULINO CHUA

0.1172% ANITAN.TY

0.1149% CARMENCITA O. REYES
0.1127% SALVADOR LACSON

0.1097% JOSE D. SANGALANG
0.1080% INDEPENDENT REALTY CORPORATION
0.1033% R.S.LIM & CO. INC.

0.0977% DELFIN GO

0.0935% JUANITO QUE

0.0931% ENRIQUE LAGUINIA

0.0844% CAMPOS, LANUZA & CO,, INC,

0.0830% FENIX SE BING

0.0787% IMPERIAL, DE GUZMAN, ABALOS & CO., INC.

0.0779% ANSALDO, GODINEZ & CO., INC.
0.0768% LUYS SECURITIES CO., INC.

0.0766% LACSON, STREEGAN INS, CONS,, INC.
0.0719% J.A. GONZALEZ

0.0709% ANGLO PHIL. OIL & MINING DEV. CORP.
0.0703% LUCIO YAN

0.0676% DAVID WUSON

0.0676% VIRGINIA YAPTINCHAY
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45 1,033,352 0.0673% PACIFIC RIM EXPORT & HOLDINGS CORP.

46 - 1,006,878 0.0655% DAVID GO SECURITIES CORP.
47 1,001,232 0.0652% BENJAMIN CO CA & CO, INC.
48 1,000,000 0.0651% TERESO C. TAN
1,000,000 0.0651% DELFIN GO KIAN LAM
49 958,941 0.0624% JIMMY BAUTISTA
50 922,798 0.0601% BRISOT ECONOMIC DEV. CORP.
51 912,826 0.0594% ARMINDA A. MUGA
52 909,414 0.0592% LACSON STREEGAN INSURANCE CONSULTANT INC.
53 881,830 0.0574% HOPKINS, HARBACH & CO.
54 859,740 0.0560% CARMEN ONGSIAKO
335 842,647 0.0548% JOSE ANTONIO GONZALEZ
56 819,759 0.0534% FAUSTINO PE
57 813,874 0.0530% JOSE Y CAMPOS
58 800,000 0.0521% ELISA S. SAW
59 782,305 0.0509% TANSENGCO & CO., INC.
60 778,494 0.0507% BENITO YANG
61 771,720 0.0502% MANDARIN SECURITIES CORPORATION
62 761,050 0.0495% ROSARIO ACUNA
63 759,953 0.0495% BARCELON ROXAS SECURITIES, INC. :
64 758,913 0.0494% INVESTORS SECURITIES, INC.

65 752,307 0.0490% G & L SECURITIES CO., INC.

66 748,307 0.0487% MAXINE C. DE CACHO




67

69
70
71
72
73
74
75
76
77
78
79
80
81
82

83

85
86

87
CORP.

88

89

733,794
720,150
714,518
712,777
707,742

706,438
680,726
676,910
663,854
662,312

660,484
658,918
651,000

648,602
648,446
646,456
626,751

613,333
611,917
607,000

603,500

595,275

561,914

0.0478% JUANITOL. YEE

0.0469% MARIANO O. CHUA

0.0465% JOSEPH D. ONG

0.0464% FRANCISCO ORTIGAS SEC., INC. A/C #1161}
0.0461% ALBERTO MENDOZA

0.0460% AURORA SHIH

0.0443% WILLIAM HOW &/OR BENITO HOW
0.0440% BELEN NG CO

0.0432% CITISECURITIES, INC.
0.0431% EDWARD T. GABALDON

0.0430% VICENTE YU

0.0429% MIDAS DEV. CORP.
0.0424% TERESITA HAM AYEN

0.0422% RAMON MONZON

0.0422% ALL ASIA SEC. MGT. CORP.
0.0421% ENRIQUE LUY

0.0408% R.NUBLA SECURITIES, INC.
0.0399% JOSE ANTONIO U. GONZALEZ
0.0398% MARIA PAZ BRIMO

0.0395% ROSARIO TIN

0.0393% AACTC FAO TRINITY INVESTMENT AND MANAGEMENT

0.0387% PRYCE SECURITIES, INC.

0.0369% ANTONIO O. FLOIRENDO




90 542,653 0.0353% SUNNY BAUTISTA

91 533,958 0.0347% GREENE V. HERRERA

92 516,000 0.0336% SQUIRE SECURITIES, INC.

93 509,497 0.0331% BELSON SECURITIES, INC.

94 507,066 0.0330% GEORGE K. YOUNG

95 504,559 0.0328% R. COYTIUTQ SECURITIES, INC.

96 503,658 0.0328% AURELIO H. DIZON

97 501,440 0.0326% JOSEPH D. ONG

98 500,000 0.0325% FLORIA CO CHIN CHIN WONG
500,000 0.0325% JENNIFER C.LIM &/OR JEFFREY C. LIM

99 488,032 0.0317% JOSE CHAN MAN CHUAN

160 486,509 0.0316% DYNAWINDS, INC.

1,363,031,942 GRAND TOTAL
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FIDELITY STOCK TRANSFERS, INC.
THE PHILODRILL CORPORATION
TOP 100 STOCKHOLDERS REPORT AS OF 03/31/2007

LN

TOP TOTAL SHARES PERCENTAGE NAME —_—

1 68,909,618,721 44.8937% PCD NOMINEE CORPORATION

2 26,652,621,975 17.3638% NATIONAL BOOKSTORE, INC.

3 16,588,287,159 10.8070% VULCAN INDUSTRIAL & MINING CORP.

4 5145989976 3.3525% ALAKOR CORPORATION |

5 2,423,438,709 1.5788% PHILIPPINE OVERSEAS TELECOMMS. CORP.
6 2,422303,400 1.5781% ALAKOR SECURITIES CORPORATION

7 1,474,082,100 0.9603% TRAFALGAR HOLDINGS PHIL., INC.

8 958,486,326 0.6244% WEALTH SECURITIES, INC.

o

662,172,800 0.4313% TERESITA DELA CRUZ
10 601335300 03917% ESTATE OF HENRY A. BRIMO i
11 566720000 0.3692% ALSONS CONSOLIDATED RESOURCES, INC. '
12 490,565,136 0.3195% CONRADO S. CHUA

13 385,482,500 02511% RCBC TA# 72-230-8

14 364311105 02373% ANG NGO CHIONG

15  363200,000 02366% NICASIO ALCANTARA

16 351,561,991 0.2290% ALBERT AWAD

17 336882,100 02194% RCBC TRUST ACCOUNT #32-314-4

18 317910,514 0.2071% ALBERTO MENDOZA &/OR JEANIE C. MENDOZA

19 289,550,937 0.1886% CUALOPING SECURITIES CORP.

20 254,097,005 0.1655% CHRISTINE C. CHUA
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23
24
25
26

27

30
31
32

33

35
36
37
38

39

a1
42

43

228,683,416
188,247,468
188,068,125
182,000,000
179,929,796
176,415,750
173,085,000
168,476,356
165,807,000
158,686,385
150,000,000
143,549,745
142,995,846
129,658,834
120,923,080
119,660,084
117,592,123
116,808,886
110,400,000
108,936,264
107,918,500
103,872,359
103,860,770

103,335,072

0.1489% JOSE CHAN MAN CHUAN

0.1226% PHIL. REMNANTS CO., INC.
0.1225% AYALA CORPORATION
0.1185% PAULINO CHUA

0.1172% ANITAN.TY

0.1149% CARMENCITA O.REYES
0.1127% SALVADOR LACSON
0.1097% JOSE D. SANGALANG 5
0.1080% INDEPENDENT REALTY CORPORATION
0.1033% R. S. LIM & CO. INC.

0.0977% DELFIN GO

0.0935% JUANITO QUE

0.0931% ENRIQUE LAGUINIA

0.0844% CAMPOS, LANUZA & CO.,, INC.

0.0787% IMPERIAL, DE GUZMAN, ABALOS & CO,, INC.
0.0779% ANSALDO, GODINEZ & CO., INC.

0.0766% LACSON, STREEGAN INS. CONS,, INC.
0.0760% LUYS SECURITIES CO., INC.

0.0719% J.A. GONZALEZ

0.0709% ANGLO PHIL. OIL & MINING DEV. CORF.
0.0703% LUCIO YAN

0.0676% DAVID WUSON

0.0676% VIRGINIA YAPTINCHAY

0.0673% PACIFIC RIM EXPORT & HOLDINGS CORP.




45

47
48
49
50
51
52

53

55
56
57
58

59

61

62

63

65

100,684,235

100,000,000

100,000,000

100,000,000

98,422,382
95,894,072
92,279,800
90,941,400
88,183,083
85,974,000
84,264,715
81,975,864
81,387,266
80,000,000
77,849,435
77,171,564

76,105,000

75,994,528

75,885,897
74,981,156
74,830,738
74,644,622

73,379,457

0.0655% DAVID GO SECURITIES CORP.
0.0651% TERESO C, TAN

0.0651% DOMINGO U. LIM

0.0651% DELFIN GO KIAN LAM
0.0641% BENJAMIN CO CA & CO,, INC.
0.0624% JIMMY BAUTISTA

0.0601% BRISOT ECONOMIC DEV. CORP.

0.0592% LACSON STREEGAN INSURANCE CONSULTANT INC.

0.0574% HOPKINS, HARBACH & CO.

0.0560% CARMEN ONGSIAKO

0.0548% JOSE ANTONIO GONZALEZ

0.0534% FAUSTINOPE

0.0530% JOSE Y CAMPOS

0.0521% ELISA S. SAW

0.0507% BENITO YANG
0.0502% MANDARIN SECURITIES CORPORATION
0.0495% ROSARIO ACUNA

0.0495% BARCELON ROXAS SECURITIES, INC.
0.0494% INVESTORS SECURITIES, INC.
0.0488% TANSENGCO & CO,, INC.

0.0487% MAXINE C. DE CACHO

0.0486% G & L SECURITIES CO., INC.

0.0478% JUANITOL. YEE




67

69
70
71

72

74

75

76

78

79

81

87

88

72,015,000
71,451,800
71,277,641
70,774,286
70,643,797
68,072,640
67,691,088
66,384,820
66,231,266
66,048,330
65,891,826
65,100,000
64,860,309
64,843,362
64,645,492
61,333,332
61,191,700
60,700,000

60,350,000

59,527,472
56,791,526

55,882,183

54,265,351

0.0469% MARIANO O. CHUA
0.0465% JOSEPH D. ONG
0.0464% FRANCISCO ORTIGAS SEC., INC. A/C #1161
0.0461% ALBERTO MENDOZA
0.0460% AURORA SHIH
0.0443% WILLIAM HOW &/OR BENITO HOW
0.0441% BELEN NG CO
0.0432% CITISECURITIES, INC,
0.0431% EDWARD T. GABALDON
0.0430% VICENTE YU
0.0429% MIDAS DEV. CORP.
0.0424% TERESITA HAM AYEN
0.0422% RAMON MONZON
0.0422% ALL ASIA SEC. MGT. CORP.
0.0421% ENRIQUE LUY
0.0399% JOSE ANTONIO U. GONZALEZ
0.0398% MARIA PAZ BRIMO

0.0395% ROSARIO TIN

0.0393% AACTC FAQ TRINITY INVESTMENT AND MANAGEMENT

0.0387% PRYCE SECURITIES, INC.
0.0369% ANTONIO O. FLOIRENDO
0.0364% R. NUBLA SECURITIES, INC.

0.0353% SUNNY BAUTISTA




89

91

93

95

97

98

9

100

53,395,911 0.0347% GREENE V. HERRERA
51,600,000 0.0336% SQUIRE SECURITIES, INC.
50,941,200 0.0331% BELSON SECURITIES, INC.
50,706,720 0.0330% GEORGE K. YOUNG
50,365,933 0.0328% AURELIO H. DIZON
50,144,029 0.0326% JOSEPH D. ONG
50,000,000 0.0325% FLORIA CO CHIN CHIN WONG

50,000,000 0.0325% JENNIFER C.LIM &/OR JEFFREY C. LIM
48,803,131 0.0317% JOSE CHAN MAN CHUAN
48,650,557 0.0316% DYNAWINDS, INC.

48,085,099 0.0313% JAIME C.LAYA
48,080,895 0.0313% ESTEBAN YAU

47,741,127 0.0311% R.COYIUTO SECURITIES, INC.

137,142,865,650 GRAND TOTAL
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FIDELITY STOCK TRANSFERS, INC. T
THE PHILODRILL CORPORATION :& ovsio
TOP 100 STOCKHOLDERS REPORT AS OF 06/30/2007 . L

B T

TOP TOTAL SHARES PERCENTAGE NAME

10
11
12
i3
14
I5
16
17
18
19

20

72,877,024,374 47.4784% PCD NOMINEE CORPORATION

26,652,621,975
16,588,287,159
5,145,989,976
2,422,303,400
1,474,082,100
958,486,326
662,172,800
566,720,000
490,565,136
460,000,000
385,482,500
364,311,105
363,200,000
351,561,991
336,882,100
317,910,514
254,097,005
207,002,017

200,445,103

17.3638% NATIONAL BOOKSTORE, INC.
10.8070% VULCAN INDUSTRIAL & MINING CORP.
3.3525% ALAKOR CORPORATION
1.5781% ALAKOR SECURITIES CORPORATION
0.9603% TRAFALGAR HOLDINGS PHIL., INC.
0.6244% WEALTH SECURITIES, INC.
0.4313% TERESITA DELA CRUZ
0.3692% ALSONS CONSOLIDATED RESOURCES, INC.
0.3195% CONRADO S. CHUA
0.2996% DOMINGO U. LIM
0.2511% RCBC TA# 72-230-8
0.2373% ANG NGO CHIONG
0.2366% NICASIO ALCANTARA
0.2290% ALBERT AWAD
02194% RCBC TRUST ACCOUNT #32-314-4
02071% ALBERTO MENDOZA &/OR JEANIE C. MENDOZA
0.1655% CHRISTINE C. CHUA
0.1348% CUALOPING SECURITIES CORF.

0.1305% GERARD H. BRIMO




21

2
23
24
25
26
27

28

30
K} |
32
33
34
35
36
k¥
38

39

41
42

43

200,445,100
200,445,100
188,247,468
188,068,125
179,929,796
176,415,750
173,085,000
168,476,356
165,807,000
158,686,385
143,549,745
142,995,846
129,658,834
119,510,084
119,045,820
117,592,123
110,400,000

108,936,264

103,872,359

103,860,770
103,335,072
100,000,000
99,456,235

95,894,072

0.1305% HENRY ANTHONY BRIMO, JR.
0.1305% STEPHEN MAURICE BRIMO

0.1226% PHIL. REMNANTS CO., INC.

0.1225% AYALA CORPORATION

0.1172% ANITAN.TY

0.1149% CARMENCITA O. REYES

0.1127% SALVADOR LACSON

0.1097% JOSE D. SANGALANG
0.1080% INDEPENDENT REALTY CORPORATION
0.1033% R S.LIM & CO. INC.

0.0935% JUANITO QUE

0.0931% ENRIQUE LAGUINIA

0.0844% CAMPOS, LANUZA & CO,, INC.

0.0778% ANSALDO, GODINEZ & CO., INC,
0.0775% IMPERIAL, DE GUZMAN, ABALOS & CO., INC,
0.0766% LACSON, STREEGAN INS. CONS,, INC.
0.0719% J.A. GONZALEZ

0.0709% ANGLO PHIL. OIL & MINING DEV. CORP.

0.0676% DAVID WUSON

0.0676% VIRGINIA YAPTINCHAY

0.0673% PACIFIC RIM EXPORT & HOLDINGS CORP.
0.0651% TERESO C. TAN

0.0647% DAVID GO SECURITIES CORP.

0.0624% JIMMY BAUTISTA




45

47

48

49

50

51

52

53

55

56

57

58

59

61

62

63

65

95,454,678
92,279,800
90941,400
§8,183,083
§5,074,000
84,264,715
81,387,266
80,000,000
77,849,435
77,171,564
76,105,000
75,994,528
75,772,096
74,081,156
74,830,738
14,644,622
13379457
71,451,800
71277641
70,774,286
70,643,797
68,072,640

68,036,286

0.0621% BENJAMIN CO CA & CO., INC.
0.0601% BRISOT ECONOMIC DEV. CORP.

0.0592% LACSON STREEGAN INSURANCE CONSULTANT INC.
0.0574% HOPKINS, HARBACH & CO.

0.0560% CARMEN ONGSIAKO

0.0548% JOSE ANTONIO GONZALEZ

0.0530% JOSE Y CAMPOS

0.0521% ELISA S. SAW

0.0507% BENITO YANG
0.0502% MANDARIN SECURITIES CORPORATION
0.0495% ROSARIO ACUNA |
0.0495% BARCELON ROXAS SECURITIES, INC.
0.0493% INVESTORS SECURITIES, INC.

0.0488% TANSENGCO & CO., INC.

0.0487% MAXINE C. DE CACHO

0.0486% G & L SECURITIES CO., INC.

0.0478% JUANTTO L. YEE

0.0465% JOSEPH D. ONG

0.0464% FRANCISCO ORTIGAS SEC., INC. A/C #1161
0.0461% ALBERTO MENDOZA

0.0460% AURORA SHIH

0.0443% WILLIAM HOW &/OR BENITO HOW

0.0443% LUYS SECURITIES CO,, INC.




67 67,691,088
68 66,384,820
69 66,231,266

70 65,891,826

71 65,100,000

72 64,860,309
73 64,843,362
74 64,645,492

75 61,333,332
76 61,191,700
77 60,700,000

78 60,350,000
CORP.

79 59,527,472

80 56,791,526
81 54265351
82 51,600,000
83 50,706,720
84 50365933
85 50,144,029
8 50,000,000

87 49,702,183
88 48,650,557

89 48,085,099

0.0441% BELEN NG CO
0.0432% CITISECURITIES, INC.
0.0431% EDWARD T. GABALDON
0.0429% MIDAS DEV. CORP.
0.0424% TERESITA HAM AYEN
0.0422% RAMON MONZON
0.0422% ALL ASIA SEC. MGT. CORP.
0.0421% ENRIQUE LUY

0.0399% JOSE ANTONIO U. GONZALEZ
0.0398% MARIA PAZ BRIMO
0.0395% ROSARIO TIN

0.0393% AACTCFAO TRINITY INVESTMENT AND MANAGEMENT

0.0387% PRYCE SECURITIES, INC.

0.0369% ANTONIO O, FLOIRENDO

0.0353% SUNNY BAUTISTA

0.0336% SQUIRE SECURITIES, INC.

0.0330% GEORGE K. YOUNG

0.0328% AURELIO H. DIZON

0.0326% JOSEPH D. ONG

0.0325% JENNIFER C.LIM &/OR JEFFREY C. LIM
0.0323% R. NUBLA SECURITIES, INC.

0.0316% DYNAWINDS, INC.

0.0313% JAIME C.LAYA




90 48,080,895
91 47,741,127
9 47,644,858
93 47571712
94 47,305,755
95 46,306,344
96 45,110,665
97 44,819,332
98 43,510,836
99 42,860,318
100

0.0313% ESTEBAN YAU

0.0311% R.COYTUTO SECURITIES, INC.
0.0310% PHIL. SHARES CORP.

0.0309% HORACIO RODRIGUEZ
0.0308% PAULINO B. DIONISIO
0.0301% NESTOR M. SEVILLA

0.0293% JOANNA SYCHINGHO
0.0291% ERNESTO LICHAUCO

0.0283% TAN CHUN GUAN

0.0279% ELOISA TANTUCO

42,015,000 0.0273% MARIANO O. CHUA

138,118,363,780 GRAND TOTAL
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10.

1.

SECURITIES AND EXCHANGE COMMISSION
SEC FORM 20-IS

) /:“‘
,S 1)
INFORMATION STATEMENT PURSUANT TO SECTT F> Br
OF THE SECURITIES REGULATION C e T

Check the appropriate box:

[ ] Preliminary Information Statement

[ /] Definitive Information Statement

Name of Registrant as specified in its charter THE. PHILODRILL CORPORATIO)]

PHILIPPINES
Province, country or other jurisdiction of incorporation or organization

SEC Identification Number 38683

BIR Tax ldentification Code  041-000-315-612

8th FLOO UAD PHA CENTRUM, 125 PIONEER STREET.
MANDALUYONG CITY 1550
Address of principal office Postal Code

Registrant’s telephone number, including area code (632) 6318151-52; (632) 6311801-05
20 June 2007, 3:00 P.M. Banahaw Baliroom, The Legend Villas, 60 Pioneer corner

adison Sts., Mandaluyonpg Ci

Date, time and place of the meeting of security holders

Approximate datc on which the Information Statement is first to be sent or given to
security holders 20 2007

Name of Person Filing the Statement/Solicitor:
THE PHILODRILL CORPORATION

Address: 8% _FIOOR, QUAD ALPHA CENTRUM, 125 PIONEER STREET,

Mandaluvong City 1550
Telephone No.: (632) 6318151-52; (632) 631180105

Securitics registered pursuant to Sections 8 and 12 of the Code or
Sections 4 and 8 of the RSA (information on number of shares and
amount of debt is applicable only to corporate registrants):




Number of Shares of Common Stock

Title of Each Class Outstanding or Amount of Debt Qutstanding
Common 153,494,458,796
Loans Payable 2102,139,629

12.  Areany or all of registrant's securitics listed in a Stock Exchange?

Yes, PHILIPPINE STOCK EXCHANGE, COMMON SHARES
No

If yes, disclose the name of such Stock Exchange and the class of securities listed therein.




THE PHILODRILL CORPORATION
8" Floor, Quad Alpha Centrum
123 Pioneer Street, Mandaluyong City 1550, Philippines
Tel (632) 631-8151; 631-1801 to 05; Fax (632) 631-8080

INFORMATION STATEMENT
PART 1
A General Information
Item 1. Date, time and place of meeting of stockholders

(8)  The 2007 Annual Meeting of Stockholders (the “Meeting™) of The Philodrill
Corporation (the “Company’) will be held on 20 June 2007, 3:00 p.m., at the
Banahaw Room, The Legend Villas, 60 Pioncer comer Madison Streets,

Mandaluyong City.

The complete mailing address of the Company is 8™ Floor, Quad Alpha
Centrum, 125 Pioneer Street, Mandaluyong City 1550, Philippines.

(b)  This Information Statement and the accompanying Proxy Form will be first
sent to stockholders at least one (1) month prior to the date of the Meeting in
accordance with the Company’s By-Laws, or on or before 20 May 2007.

Itemn 2, Dissenters’ Right of Appraisal

A stockholder has the right to dissent and demand payment of the fair market value of
his shares in case: (i) any amendment to the Company's Articles of Incorporation has
the effect of changing or restricting the rights of any stockholder or class of shares, or
of authorizing preferences over the outstanding shares, or of extending or shortening
the term of corporate existence; (ii) of any sale, lease, mortgage or disposition of all
or substantially all of the corporate property or assets; and, (iii) of merger or
consolidation.

NO corporate action is being proposed or submitted at the Meeting that may call for
the exercise of a stockholder’s right of appraisal.

If, at any time after this Information Statement has been sent out, an action which may
give rise to the right of appraisal is proposed at the Meeting, any stockholder who
voied against the proposed action and who wishes to exercise his right of appraisal
must make a written demand, within thirty (30) days after the date of the Mecting or
when the vote was taken, for the payment of the fair market value of his shares. Upon
payment, he must surrender his stock certificates. No payment shall be made to any
dissenting stockholder unless the Company has unrestricted retained eamings in its
books to cover such payment.




Item 3. Interest or Opposition of Certain Persons in Matters to be Acted Upon

(a)

®)

B.

At any time since the beginning of the last fiscal year, NO director, officer,
nominee for election as director, or associate of such director, officer or
nominee has any substantial interest, direct or indirect, by security holdings or
otherwise, in any matter to be acted upon in the Meeting, other than election to
office.

As of the date this Information Statement is given to stockholders of record,
NO director of the Company has informed the Company in writing that he
intends to oppose any action to be taken by the Company at the Meeting.

Control and Compensation Information

Item 4. Voting Securities and Principal Holders Thereof

The Company has only one (1) class of shares — Common Shares — which are issued
and transferable to both Philippine and non-Philippine nationals; provided, that the
Company’s Common Shares shail not be issued to non-Philippine nationals in excess
of forty percent (40%) of the Company's outstanding capital stock.

(a)

®

©

(d)

Record Date. The Record Date with respect to this solicitation is 13 April
2007. Only stockholders of record as at the close of business on 13 April 2007
are entitled to notice of, and to vote at, the Meeting.

Outstanding Shares. As of Record Date, the Company's outstanding capital
stock is 153,494,458,796 shares. Each share is entitled to one (1) vote.

Cumnlative Voting. A stockholder entitled to vote at the Mecting shall have
the right to vote in person or by proxy the number of shares registered in his
name in the stock transfer book of the Company for as many persons as there
are directors to be clected. Each stockholder shall have the right to cumulate
said shares and give one rominee as many votes as the number of directors to
be elected multiplied by the number of his shares shall equal, or he may
distribute them on the same cumulative voting principle among as many
nominees as he shall see fit; provided, that the number of votes cast by a
stockholder shall not exceed the number of his shares multiplied by the
number of directors to be elected.

In the election of directors, unless otherwise indicated by the appointing
stockholder in his proxy form, no discretionary authority to cumulate votes is

solicited.

Security Ownership of Certain Record and Beneficial Owners and
Management. The following persons are known to the Company to be
directly or indirectly the owner of more than 5% of the Company’s voting

securities as of 30 April 2007: .




e Nwnoand sddremof rocordowner  aith bssrer Moo of Bepcficial Owney  Citizenship Mo of shorcabeid  Qwnershin

Comuxes (YD Noxrineo Corpoeation Stckboldes  Various cBeob (smmoto A)  Filipp  68,715,535401 “T
Malasti Stock Fxchangs Bidy,
767 Ayals Avenue, Makad City

Commocn  Natioon) Book Storw, Ine, Stockbolder Natiora! Book Store, tse. Filipioo  26,632.621.973 17.36%
4* Flooe, Quad Atpha Centnen {soe Note B)
123 Picoeer S, Mandsinyong Ciry

Common  Videan Industrial & Mining Corp. Stockholder  Vulean Indosriad & Mizing Corp.  Filiping  16,580287,159 i0.B1%
% Floor, Quad Alpha Centmun (s Note B)
123 Picneer 5t, Mandslzyong City

NetxA:  The g regincred iy tw name of PCD Nomince Corporation (PCD) are beoeficiatly owned by it cliems. Among the clicnts of

FCD, Alslor Scrurities Corporation (ASC) holds 6.37% and ATR-Kio Exg Serurities, bne. (ATR) holds 3.92% of the Company’s woticg
stock. Among the clicots of ASC, Alskor Corporstion (AC) bolds 3.14% of the Compeny's voting stock. Nowo of the cliorns of ATR hold mone
chem 5% of the Cesrprany s voting scturities.

()  Voting Trust Holders of 5% or More. To the extcnt known to the Company,
there is NO PERSON holding more than 5% of the Company’s voting stock
under a voting trust or similar agreement.

® Security Owaership of Management. The Company’s directors (D), Chief
Executive Officer (CEO), four most highly compensated executive officers
(O) and nominees (N) own the following number of shares as of Record Date:

Amount/Nature of
Beneficial Ownership
Qus  Nameof Beneficial Owner fin-=4 Iodiret  Citizenship Qm:hm
Common  Alfredo €. Ramus (DWCEQVN) 4875130 5811900 Filipino < 0.006%

Common  Waler W. Brown (DVN) 1,000,000 0 Filipine <0001%
Commoen  Presentacion S, Ramos (DVN) 100,000 192,000,000 Filipino 0.125%
Common  Augusty B, Sinico (DIN) 4917 15645800 Filipino <0.004%
Common  Christopher M, Gotanco (IVN) 1,952,700 23696600 Filipino <0016%
Common  Adrizn §. Ramos (TVN) 1,000,000 3,100 Filipino  <0.0006%
Common  Nicasio L Aleantara (IVN) 343,200,000 0 Filipino o23M%
Common  Honorio A Poblador I (DVN) 29,900,000 0 Filipino <0019%
Common  Francisco A. Navamro (TVO/N) 745600 10,000,000 Filipino <0.007%
Common  Reynaldo E Namrea{0) 0 25625000 Filipino <Q016%
Common  Alessandro O. Sades (O) 0 5000000 Filipina <0.003%
Common  Isbelita L. Mrtela (0) 273,200 375400 Filipio  <0.0004%

As of Record Date, the aggregate number of shares owned by the Company’s
directors, Chief Executive Officer, four (4) most highly compensated
executive officers and nominees is 673,231,347 shares or approximately
0.43% of the Company’s outstanding capital stock. The aggregate ownership

of all directors and officers as a group is 682,849 364 sh or 0.44% of the \/
Company’s outstanding_capital stock. Except for the shares appearing on
record in the names of the directors and officers above, the Company is NOT
aware of any shares which said persons may have the right to acquire
beneficial ownership of.

There has been NO change in the control] of the Company since the beginning
of the last fiscal year.




Item 5. Directors and Executive Officers

(a)  The names, ages, citizenship, positions and periods of service of directors,
executive officers and persons nominated to become such are as follows:

Name Are  Citigmohi Posi Poriod of serv
Alfredo C. Rames 63 Filipinoe  Chuirman of the Board 1992 Prescnt

President 1939 Presemt
Augisto B. Sunico 78 Filipino Director 1984 Presm
Presentacion S. Ramos 64 Filipino Director 1997 Present
Walter W. Brown 66 Filipino  Director 2009 Present
Christopher M. Gotanco 56 Filipino Director 2005 Present
Adrian 5. Ramas 28 Filipino Director Jan 2006 Presem
Honorio A. Foblador 11 59 Filipino Independent Director 2002 Present
Nicasio 1. Alcantara [ ] Filipino Independent Directer 2005 Present
Francisco A. Navarmo 54 Filipino Director Mar 2006 Present

Excc. Vice Presiders 2005 Presert
Reyualda E. Nuaznren 35 Filipina  Treasurer & VP-Admin 1987 Presemt
Alessandro O. Sales 47 Filigino  VP-Explomtion 2005 Present
Adrian S, Arimy a“ Filipino Corporste Secrtory 1992 Present

Directors elected in the Annual Stockholders' Meeting have a term of office of
one (1) year and serve as such until their successors are elected in the next
succeeding Annual Stockholders' Meeting; provided, that a director elected to
fill a vacancy in the Board shall only serve the unexpired term of his
predecessor.

All directors of the Company were elected in the 2006 Annual Stockholders'
Meeting held on 26 July 2006 and have since served in such capacity.

There are NO arrangements that may result in a change in control of the
Company.

Independent Directors. Pursuant to Securities Regulation Code (SRC) Sec.
38 and Rule 38.1, the Company is required to have at least two (2)
independent directors. The Company’s incumbent independent directors are
Messrs. Honorio A. Poblador 111 and Nicasio [. Alcantara.

In line with the guidelines set by the Nomination Committee and approved by
the Board of Directors, the Nomination Committee receives the names of
nominees and screens them based on the policies and parameters for screening
nominees for independent directorship. The final list of candidates, with the
information required under Part [V(A) and (C) of Annex "C" of SRC Rule 12,
is herewith attached. Mr. Noe! T. Del Castillo nominated Mr. Nicasio 1.
Alcantara, while Mr. Patrick V. Caoile nominated Mr. Honorio A. Poblador
[, for re-election as independent directors of the Company for the ensuing
fiscal year 2007. Messrs. Castillo and Caaile are not related to either or both
Messrs. Alcantara and Poblador.

Messrs. Alcantara and Poblador have always possessed the qualifications and
none of the disqualifications of an independent director.




Business Experience of Executive Officers and Director-Nominees

Mr. Alfredo C. Ramos is the Chairman of the Board and President/CEQ of the
Company. He serves as a director and/or executive officer, and maintains
business interests, in companies involved in the printing, publication, sale and
distribution of books, magazines and other printed media (1962-present),
mining (1988-present), oil and gas exploration (1989-present), property
development (1991-present), shopping center (1992-present), financial
services (1992-present), department store (1993-present), retail (1999-present)
and transportation (1996-present), among others.

Mr. Augusto B. Sunico is a Director of the Company. He serves as a director
and/or executive officer in companies involved in university education (1980-
present), oil and gas exploration (1984-present), mining (]199]-present),
property development (1991-present), financial services (1992-present),
shopping center {1992-present) and stock brokerage (1994-present), among
others.

Ms. Presentacion §. Ramos is a Director of the Company. She serves as a
director and/or executive officer, and maintains business interests, in
companies involved in the printing, publication, sale and distribution of books,
magazines and other printed media (]975-present), oil and gas exploration
(1984-present), department store (1993-present), mining (1993-present) and
stock brokerage (1996-present), among others.

Dr. Walter W. Brown is a Director of the Company. He serves as a director
and/or executive officer, and maintains business interests, in companies
involved in manufacturing (1966-present), oil and gas exploration (1987-
present), banking (1995-present) and mining (2003-present), among others,

Mr. Christopher M. Gotanco is a Director of the Company. He serves as &
director and/or executive officer in companics involved in oil and gas
exploration (1982-present), mining (1993-present), transportation (1996-
present) and property development (1996-present), among others.

Mr. Adrian S. Ramos is a Director of the Company. He serves as a director
and/or executive officer in companies engaged in the printing, publication,
sale and distribution of books, magazines and other printed media (1996-
present), investment holdings (2005-present), securities (2005-present),
property development and infrastructure (2006-present), mining (2006~
present) and bulk watcr supply (2006-present), among others. He had also
worked as an instructor at the Atenco de Manila University and Operations
Manager for Powerbooks, Inc. (1999-2001) and business analyst for
McKinsey & Company (2001-2003).

Mr. Francisco A. Navarro is a Director and the Company’s Executive Vice
President. He has headed the exploration and development groups of various
companies involved in oil and gas exploration (1982-present) and mining
(1993-present).

v/




M. Nicasio I Alcantara is an Independent Director of the Company. He has
served as a director and/or exccutive officer, and maintained business
integests, in companies involved in petroleum refinery and distribution (Petron
Corporation), cement (Alsons Cement Corp.), power and cnergy (Alsons
Consolidated Resources Inc.), financial services (All Asia Capital & Leasing
Corp.), agriculture (Sarangani Agricultural Co. Inc.) and diversified holdings
(C. Alsons & Sons, Inc.), among others.

Mr. Honorio A, Poblador Ill is an Independent Director of the Company. He
has served as a director and/or executive officer, and maintained business
interests, in companies involved in telecommunications (Phil.
Communications & Satellite Corp., Phil, Overseas & Telecommunications
Corp.), property development (F&C Realty Corp.) and diversified holdings
(Alsons Consolidated Resources Inc.), among others.

Mpr. Reynaldo E. Nazarea is the Company’s Treasurer and Vice President for
Administration. He has served as a director of companies involved in financial

services and property development (1987-present). , -~

M. Alessandro O. Sales is the Company’s Vice President for Exploration. He
has implemented the Company's oil exploration and development programs
for the past ten (10) years.

Atty. Adrian S. Arias is the Company's Corporate Secretary, He has been in
active corporate law practice for more than fifteen (15) years.

Directors with other directorship(s) held in reporting companies

Alfredo C. Ramos Anglo Philipping Holdings Carp. Pemta Copliad Finance Corph
Atlas Consolidated Mining & Dev'. Corp.  Philippine Gaming & Mgt. Corp.
Edtn Properties Moldings, b, Philippine Seven Corp.
Kok PMifippine Properties, inc. United Paragon Mining Corp.
Pem Capital investment Corp. Vulcan industrial & Mining Corp.
Waiter . Brown A Brown Co., Inc. Philex Mining Corporation
International Excharge Bark Philigpins Realty & Holdings Corp.
Awgnsto B, Sunico Alakor Securittes Corp. Pemta Capital Irvestment Corp.
Anglo Philippine Holdings Corp Penta Capital Finanor Corp,
Edsa Properties Holdinga, fnc. United Paragon Miring Corp.
Aol L. Quezon University Vulean Industrial & Miring Corp.
Presentacion S Rawos  Alakor Securitizs Corp, Vulean industrial & Minirg Corp.
Angio Philippine Holdings Corp.
Chrisiopher M. Gotanco  Anglo Philippine Holdigs Corp, Vuloan Industrial & Minirg Corp.
Francisco A, Navarro Argio Philippine Holdings Corp. Vufcan Indhastrial & Mining Corp.
Adrian 8 Ramos Alakor Securitics Corp. United Paragon Mining Corp.
Argio Philippire Holdings Corp.

Nicasto 1. Alcantare Peron Corporation

Honorio A. Poblador lif  Philippine Coenzn. Sareltira Corp.




Significant Employees. Other than its executive officers, the Company has
not engaged the services of any person who is expected to make significant
contributions to the business of the Company. The Company is not dependent
on the services of certain key personnel and there are no arrangements to
ensure that these persons will remain with the Company and not compete upon
termination.

Family Relationships. Mr. Alfredo C. Ramos, Chairman of the Board and
President, is the husband of Ms. Presentacion S. Ramos, Director, and the
brother-in-law of Atty. Augusto B. Sunico, Director. Mr. Adrian S. Ramos,
Director, is the son of Mr. Alfredo C. Ramos and Ms. Presentacion S. Ramos,

Involvement in Certain Legal Proceedings. For the past five (5) years up to
the date this Information Statement is sent to stockholders, the Company is
NOT aware of:

(1)  Any bankruptey petition filed by or against any business of which any
director, nominee for election as director, executive officer, underwriter or
control person of the Company was a general partner or executive officer
either at the time of the bankruptcy or within two years prior to that time;

(2)  Any conviction by final judgment, including the nature of the offense,
in a criminal proceeding, domestic or foreign, or being subject to a pending
criminal proceeding, domestic or foreign, excluding traffic violations and
other minor offenses involving any director, nominee for election as director,
executive officer, underwriter or control person of the Company;

(3)  Of any director, nominee for election as director, executive officer,
underwriter or control person of the Company being subject to any order,
judgment, or decree, not subsequently reversed, suspended or vacated, of any
court of competent jurisdiction, domestic or foreign, permanently or
temporarily enjoining, barring, suspending or otherwise limiting his
involvement in any type of business, securities, commodities or banking
activities; and,

(4)  Of any director, nominee for election as director, executive officer,
underwriter or control person of the Company being found by a domestic or
foreign court of competent jurisdiction (in a civil action), the Commission or
comparable foreign body, or a domestic or foreign Exchange or other
organized trading market or self regulatory organization, to have violated a
securitics or commodities law or regulation, and the judgment has not been
reversed, suspended, or vacated.

Related Party Transactions. There had been NO transaction during the last
two years to which the Company was or is to be a party in which any director
or executive officer of the Company, or nominee for election as director, or
owner of more than 10% of the Company's voting stock, or voting trust holder
of 10% or more of the Company’s shares, or any member of the immediate
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family (including spouse, parents, children, siblings, and in-laws) of any of
these persons, had or is to have a direct or indirect material interest.

In the ordinary and regular course of business, the Company had transactions
with related parties {i.e. companies with sharcholders common with the
Company) during the last two (2) years consisting principally of advances TQ
related parties and loans/advances FROM related parties. The identities of
these related parties, including the amounts and details of the transactions are
disclosed in Note 18 of the Company's 2006 Audited Financial Statements, a
copy of which is inctuded in this Information Statement.

(a)  Business purpose of the arrangement. The business purpose of related
party transactions is to address immediate working capital requirements of

related parties (in the case of advances TO related parties) or of the Company
(in the case of loans/advances FROM related parties).

® [dentification of the related parties' transaction business with the
registrant and nature of the relationship. See Note 18 of the Company’s 2006

Audited Financial Statements.

() How transaction prices were determined by parties. All transactions

with related parties are based on prevailing market/commercial rates at the
time of the transaction.

(d) If disclosures represent that transactions have been evaluated for
fairness, a_description of how the evaluation was made. There are NO

disclosures representing that the transactions with related parties have been
evaluated for faimess inasmuch as the bases of all transactions with related
partics were the prevailing market/commercial rates at the time of the
transaction, or a valuation study conducted by a third party consultant over
which neither the Company nor the related parties have any control or
influence whatsoever.

(e) Any on-going contractual or other commitments as a result of the
amangement, NONE, other than the repayment of money lent or advanced,

(f) There were NO transactions with parties that fall outside the definition
of "related partiecs” under SFAS/IAS No. 24. Neither were there any
transactions with persons with whom the Company or its related parties have a
relationship that enabled the parties to negotiate terms of material transaction
that may not be available from other, more clearly independent parties cn an
arms’ length basis.

Parent of the Company. NO person holds more than 50% of the Company’s
voting stock, and the Company has NO parent company.

Resignation or Declination to Stand for Re-Election. All incumbent
directors of the Company are standing for re-election as directors.




Item 6. Compensation of Directors and Executive Officers

The aggregate compensation paid to the Company’s Chicf Executive Officer and four
{4) most highly compensated executive officers named below as a group for the two
most recently completed fiscal years (2005 and 2006) and the ensuing fiscal year
(2007) are:

Mame Position Year Salary Bornzy  Other Anmuzal Compensation

Alfredo C. Ramos President/CEQ

Frencisco A. Navarro EVP

Reynaldo E. Nazarea Treasurer & VP-Admin

Alessandro O, Sales VP-Exploration

Isabxlits L. Matela Finance Menager
2004 9,595,510
2006 5,109,053
200N esr) 572,139

All officers and directars ss a group unnamed 2005 10,530,833
2006 6,896,459

2007(est.} 7,820,834 :

For the years 2005 and 2006, there were NO bonuses and other compensatlon paid to
directors and executive officers, EXCEPT for the 13™ month pay which is already
included in the amounts above.

For the most recently completed fiscal year and the ensuing fiscal year, directors
received and will receive a per diem of 85,000.00 per month to defray their expenses
in attending board meetings. There are no other arrangements for compensation of
directors, as such, during the last fiscal year and for the ensuing fiscal year.

The Company maintains standard employment contracts with Messrs. Alfredo C.
Ramos, Francisco A. Navarro and Reynaldo E. Nazarea which provide for their
respective compensation and benefits, including entitlement to health benefits,
representation expenses and Company car plan. Other than what is provided under
applicable labor laws, there are NO compensatory plans or arrangements with
executive officers entitling them to receive more than $2,500,000.00 as a result of
their resignation, retirement or any other termination of employment, or from a
change in control of the Company, or a change in the officers’ responsibilities
following a change in control of the Company. There are NO warrants or options
cutstanding in favor of directors and officers.

Item 7. Independent Public Acconntants

The accounting firm of SyCip Gorres Velayo & Company (SGV) with address at
6760 Ayala Avenue, Makati City was appointed external auditor of the Company in
the 2005 and 2006 Annual Stockholders' Meetings. The fees of the extemal auditor in
the past two (2) years are as follows:

Xear Audit & Audit Related Fees Tax Fees Qther Fecy
2005 P450,000.00 0 0
2006 P400,000.00 0 0

For the past two (2) years, the Company has not engaged the services of SGV except
for the audit and review of the annual financial statements in connection with
statutory and regulatory filings for the years 2005 and 2006. The amounts under the




caption "Audit & Audit Related Fees” for the years 2005 and 2006 pertain to these
services, The Audit Committee has an existing policy prohibiting the Company from
engaging the external auditor to provide services that may adversely impact its
independence, including those expressly prohibited by regulations of the Securities &
Exchange Commission (SEC).

In_compliance with SEC Memorandum Circular No. 8, Series of 2003 (Rotation of
External Auditors), Mr. Jose Carlitos G. Cruz of SGV is recommended to

stockholders for appointment as jndependent external auditor for fiscal year 2007.

Mr. Cruz was the Com ’s independent external auditor for five (5) years up to

2003. In_compliance with said SEC Memorandum Circular No. 8 (5. 2003), he was
replaced by Mr. Jaime F. Del Rosario of SGV for fiscal years 2004 and 2005,
Thereafter, Mr. Cruz was again appointed auditor for fiscal year 2006.

The Company never had any disagreement with Mr. Cruz or Mr. Del Rosario, both of
SGV. on any matter of accounting principles or_practices, financial statement

disclosures, or auditing scope or procedure.

There have been NO changes in and disagreements with accountants on any matter of
accounting principles or practices, financial statement disclosures, or auditing scope

or procedure. -

The Company did NOT engage any new independent accountant, as either principal
accountant to audit the Company's financial statements or as an independent
accountant on whom the principal accountant has expressed or is expected to express
reliance in its report regarding a significant subsidiary, during the two most recent
fiscal years or any subsequent interim period.

NO independent accountant engaged by the Company as principal accountant, or an
independent accountant on whom the principal accountant expressed reliance in its
report regarding a significant subsidiary, has resigned, or has declined to stand for re-
election after completion of the cumrent audit, or was dismissed.

SGYV representatives are expected to be present at the Mecting and they will have the
opportunity to make a statement and respond to appropriate questions.

The Audit Committee reviews and recommends to the Board and the stockholders the
appointment of the external auditor and the fixing of the audit fees for the Company.
For fiscal year 2007, Mr, Carlitos G. Cruz of SGV is recommended to stockholders
for appointment as independent external avditor of the Company.

Item 8. Compensation Plans

NO action is to be taken with respect to any plan pursuant to which cash or non-cash
compensation may be paid or distributed.

C.  Issunnce and Exchange of Secorities
Items 9-10. Not Applicable




Item 11. Financial and Other Information

The information required under Item 11(a) of SEC Form 20-IS are contained in the
Company’s 2006 annual report on SEC Form 17-A and 2006 Audited Financial
Statements accompanying this Information Statement.

Items 12-13. Not Applicable
Item 14. Restatement of Accounts

The Company applied PFRS to investments in associates on January 1, 2004,
Adoption of PFRS resulted in the reversal of the balance of the unamortized negative
goodwill included in investments in associates as Januvary 1, 2004 of P59.7 million as
a credit to retained carnings and reversing the goodwill amortization in 2004 of P3.]
million. Loss on disposal of shares in 2004 (included in Costs and Expenses) also
increased by P26.1 million pertaining to negative goodwill on shares foreclosed.

Under previous GAAP, pension benefits were actuarially determined and past service
cost and experience adjustments were amortized over the expected average remaining
working lives of the covered employees. Under PFRS, pension benefits are
determined using the projected unit credit method. Actuarial gains and losses that
exceed a 10% “corridor” are amortized over the expected average remaining working
lives of participating employces and vested past service cost recognized immediately
(see Note 3 of 2006 Audited Financial Statements). The adoption of PAS 19 increased
net loss by P0.8 million for the year ended December 31, 2004 and increased retained
earings by P0.6 million and P1.4 million as of December 31, 2004 and January 1,

2004, respectively.

NO ACTION is to be taken with respect to the restatement of any asset, capital, or
surplus account of the Company.

D.  Other Matters
Itemn 15. Action With Respect to Reports

The following matters shall be submitted to the stockholders for approval/ratification
at the Meeting:

(a)  Minutes of the 2006 Annual Stockholders® Meeting;

Approval of the Minutes of the 2006 Annua! Stockholders” Meeting
constitutes a ratification of the accuracy and faithfulness of the Minutes to the
events that transpired during the said meeting. This does not constitute a
sccond approval of the same matters teken up at the 2006 Annual
Stockholders’ Meeting, which have already been approved.

(b)  Annual Report for the year ended 31 December 2006 (a copy containing the
information required by SRC Rule 20A is enclosed).
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Approval of the Annual Report constitutes a ratification of the Company’s
performance during the previous fiscal year as contained therein.

(c)  Acts and Resolutions of the Board of Directors and Management from date
following the fast Annual Stockholders® Meeting (26 July 2006) to the present
(20 June 2007) including, but not limited to, the following:

(1)  Authorizing Mr. Francisco A. Navarro to execute a Contract to Sell
covering a Company vehicle (Nissan Pathfinder 1988) (26 July 2006),

(2)  Authorizing Mr. Reynaldo E. Nazarea to register the business name of
the Company with the DTI (23 August 2006);

(3)  Appointing and authorizing Messrs. Alfredo C. Ramos or Reynaldo E,
Nazarea as the Company’s proxy to the annual stockholders’ meeting
of Atlas Consolidated Mining & Development Corporation to be held
on 06 September 2006 (23 August 2006);

(4)  Authorizing Mr. Francisco A. Navarro to execute Contracts to Sell
covering the following Company vehicles (Honda motorcycle 1999,
Chevrolet Suburban 1997 and Isuzu Trooper 1999) (23 August 2006);

(5)  Authorizing Mr. Alfredo C. Ramos to execute a Contract fo Sell
covering a Company vchicle (Isuzu Trooper 1999) (23 August 2006);

(6)  Authorizing the Company to subscribe to 300,000 shares of PNOC-
EDC at its Initial Public Offering of Shares (22 November 2006),

()  Authorizing Messrs. Alfredo C. Ramos, Francisco A. Navamo,
Reynaldo E. Nazarea and Adrian S. Arias to handle a!! matters relating
to the Company’s intended sale of its shares of stock in PNOC-EDC,
Vulcan Industrial & Mining Corp., Fil-Estate Corp., Lepanto
Consolidated Mining Corp., Anglo Philippine Holdings Corp. and Hi
Cement Corp. (20 December 2006);

(8)  Approving the corrective measures taken on the Company’s Amended
2005 Annual Report submitted to the SEC (17 January 2007);

(9)  Authorizing Messrs. Alfredo C. Ramos, Francisco A. Navarro,
Reynaldo E. Nazarea and Adrian S. Arias to handle all matters relating
to the replacement of Hi Cement Corp. Stock certificates with Holcim
Phils., Inc. stock certificates to reflect the change in corporate name of
Holcim (17 January 2007);

(10) Appointing and authorizing Messrs. Alfredo C. Ramos or Reynaldo E.
Nazarea as the Company’s proxy to the special stockholders’ meeting
of Atlas Consolidated Mining & Development Corporation to be held
on 09 February 2007 (17 January 2007);
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(11) Authorizing the Company to acquire 100% of the issued and
outstanding capitat stock of Phoenix Gas & Oil Exploration Company,
Inc. (24 April 2007); and,

(12) Authorizing the Company to terminate its Mortgage Trust Indenture
with BPI, causc the release of properties covered thereunder, and
designating signatories therefor (24 April 2007).

Continued engagement of the Company in oil, gas and mineral exploration,
development and allied activities, and/or in any and all its secondary purposes
under its Articles of Incorporation;

Appointment of SGV & Company as the Company’s external auditor for
2007.

Item 16. Matters Not Required to be Submitted

Proofs of transmittal to stockholders of the required Notice for the Meeting and of the
presence of a quorum at the Mecting form part of the Agenda for the Meeting but will
not be submitted for approval by the stockholders.

Item 17. Amendment of Articles of Incorporation and By-Laws. NONE

Item 138. Other Proposed Action

NO ACTION on any matter, other than those stated in the Agenda for the Meeting, is
proposed to be taken, except matters of incidence that may properly come at the
Meeting.

Item 19, Voting Procedures

(e

®)

In the election of directors, the nine (9) ﬁominws with the greatest number of
votes will be elected directors.

If the number of nominees for election as directors does not exceed the
number of directors to be elected, the Secretary of the Meeting shall be
instructed to cast all votes represented at the Mecting equally in favor of ail
such nominees. However, if the number of nominees for clection as directors
exceeds the number of directors to be elected, voting shall be done by ballat,
cumulative voting will be followed, and counting of votes shzll be done by
two (2) eclection inspectors appointed by the stockholders present or
represented by proxy at the Meeting.

In accordance with SRC Sec. 38 and SRC Rule 38, only nominees whose
names appear in the Final List of Candidates for Independent Directors shall
be eligible for election as Independent Directors. No other nomination shall be
entertained after the Final List of Candidates shall have been prepared and no
further nomination shall be entertained or allowed on the floor during the
actual annual stockholders' meeting.




(c)

(a)

®)

Messrs. Honorio A. Poblador 111 and Nicasio 1. Alcantara are nominated for
clection as independent directors of the Company for fiscal year 2007.

For corporate matters that will be submitted for approval and for such other
matters as may properly come at the Meeting, a vote of the majority of the
shares present or represented by proxy at the Mecting is necessary for their
approval. Voting shall be done viva voce or by the raising of hands and the
votes for or against the matter submitted shall be tallied by the Secretary.

If a stockholder made no choice in any or all of the matters submitted for his
vote or approval as stated in the Proxy Form, discretionary authority to vote
all the shares of the stockholder, cumulatively or otherwise, in favor of the
proxy named and appointed by the stockholder in the Proxy Form is
solicited.

Solicitation Information

Solicitor. The enclosed proxy is solicited in behalf of THE PHILODRILL
CORPORATION for use in voting at the 2007 Annual Meeting of
Stockholders to be held on the date and time and place stated above and in the
Notice accompanying this Information Statement and at any postponements or
adjournments thereof.

Instructions. Proxies, in the accompanying Proxy Form, must be properly
signed, executed, dated and retumned by the stockholder on or before 15 June
2007. Validation of proxies witl be held at the Company’s principal office on
18 June 2007 at 10:00 a.m. For corporate sharcholders, the proxy form must
be accompanied by a corresponding secretary's certificate confinming the
authority of the person exccuting the proxy.

Validated proxies will be voted at the Meeting in accordance with the
authority and/or instructions of the stockholder expressed therein. Proxies
which are not properly signed and dated, or which are received late, or which
do not have an accompanying secretary's certificate (for corporate
shareholders) shall not be voted at the Meeting.

Subject to a stockholder’s right to revoke his own proxy as stated in Paragraph
(c) below, a proxy given by a stockholder shall be voted by the Chairman of
the Board, Mr. Alfredo C. Ramos, with full power of substitution and
delegation, in accordance with the authorization specifically granted by the
stockholder.

If no specific awhority and/or instruction is made in the Proxy Form, the
shares of the stockholder will be voted FOR ALL the nominee directors
named in the Proxy Form and FOR THE APPROVAL of all the matters
stated in the Proxy Form and all other matters for which stockholders'
approval may be sought in the Meeting and at any posiponements or
adjournments thereof.
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(d)

The matters to be taken up in the Meeting of stockholders and the names of
nominee directors are all specified in the Proxy Form accompanying this
Information Statement with boxes opposite them where the stockholder or his
designated proxy can indicate his preferred choice or vote.

Revocability of Proxy. A stockholder giving a proxy has the power to revoke
it at any time before the right granted under and by virtue of such proxy is
exercised, cither: (a) by submitting a swomn statement revoking such proxy on
or before 18 June 2007; or, (b) by appearing at the Meeting in person and
expressing his intention to vote in person.

Persons Who Will Make the Solicitation. The enclosed proxy is solicited in
behalf of the Company for use in voting at the 2007 Annual Meeting of
Stockhelders to be held on the date and time and place stated above and in the
Notice accompanying this Information Statemnent and at any postponements or
adjournments thercof.

There are NO other participants in the solicitation of proxies through this
Information Statement, other than the Company.

Solicitation of proxies will be made mainly through the mail. Incidental
solicitation in person or through telephone reminding stockholders to attend
the Meeting may be made by the directors, officers and employees of the
Company, for which no contract or arrangement are or will be made and no
compensation will be paid for such incidental solicitation.

The Company will bear the cost of preparing, collating and delivering to
stockholders this Information Statement, the Proxy Form and the
accompanying materials. The Company estimates proxy solicitation
expenditures to amount to about 8150,000.00. As of 30 April 2007, the
Company has spent around B30,000.00 for the preparation of proxy materials,
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SIGNATURE PAGE

After reasonable inquiry and to the best of my knowledge and belicf, I certify that the
information set forth in this Information Statement are true, complete and correct.
This report is signed in the City of Mandaluyong on 30 April 2007.

-
ADRIAN S, ARIAS
Corporate Secretary

Materials accompanying this Information Statement

Proxy Form;

Notice of the 2007 Annual Meeting of Stockholders with Agenda;
Annual Report on SEC Form 17A;

Audited Financial Statements for 2006

Minutes of the 2006 Annual Meeting of Stockholders.

NP wWN -

mmmmmmmewmmmqammamofmmw
Anaaal Report on SEC Form 17-A Sach request should be eddressed to the Corporate Secretary, The Phliodrill Corporation,
92h Floor, Qrrad Alpha Centram, 125 Ploneer Streed, Mandatuyong Qlly 1550, Phillppines.




PROXY
Solicited in Behalf of The Philodrill Corporation

The undersigned hereby appoints the Chairman, MR. ALFREDO C. RAMOS, with full power of
substitution and delegation, as proxy to vote ail the shares of the undersigned at the 2007 Annual
Stockholdas” Meeting of The Philodrill Corporation to be held on 20 June 2007, 3:00 p.m. at the
Banshaw Ballroom of The Legend Villas and et any postponements or adjournments thercof,

The proxy shall vote subject to the instructions indicated below and the proxy is authorized to vote in
his discretion on other business as may properly come at the Meeting and any postponcments or
adjoumment thereof. Where no specific autherity is clearly indicated below, the proxy shall vote and
shall be deemed authorized to vote FOR THE APPROVAL of all the corporate matters listed below,
and FOR ALL the nominated directors named below.

Corporate Matters

FOR | AGAINST | ABSTAIN

1 Approval of the 2006 Mimues of Annual Stockholders’ Meeting

Approval of 2006 Annual Report -
of Acts/Resolitions of Board of Directors & Mansgement (7/26/06-6/20/07)

| Apgroval : a
{ Approval of Company’s continued engagement in amy of its secondary purposes

Appointment of SGV & Co. a3 Independent External Auditor
Election of Directors:

D FOR ALL THE FOLLOWING D WFSmHOL%LUI'SI‘S&T(I;Y
R THE :

(To withhold authority to vote for any individual nemince, write
down the name(s) of the nominec(s) on the space provided below)

Hanorio A. Poblador, IT1*

*Independent Director

Signature Over Printed Name

Date:

For corparate shareholders, the praxy form must be accompanied by a corresponding secrelary’s
certificate confirming the appointment of the proxy and the authority of the person signing the praxy.

(Reverse for Instructions)
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THE PHILODRILL CORPORATION
&th Floor, Quad Alpha Centrum
125 Pioneer, Mandaluyong City, Philippines
Tel (632) 631-8151; 631-1801 to 06; Fax (632} 631-8080

4 May 2007

TO OUR STOCKHOLDERS:

Please be advised that the 2007 Annual Meeting of Stockholders of The Philedrill Corporation
will be held on 20 JUNE 2007, 3:00 P.M. at the BANAHAW BALLROOM, THE LEGEND
VILLAS, 60 Pioneer Street, Mandaluyong City 1550, Philippines. The Agenda for the Meeting
shall be as follows:

Call to Order and Proof of Notice of the Meeting.

Determination of Quorum

Approval of the Minutes of the 2006 Annual Stockholders® Meeting

Report of the Board of Directors

Approval of the Company’s Annual Report

Approval of Acts and Resolutions of the Board of Directors and Management

NonALR -

Development, and Allied Activities, and other Secondary Purposes
8. New Business
9. Appointment of Independent External Auditor
10.  Election of Directors
11.  Other Matters

The Board of Directors fixed the close of business on 13 April 2007 as the Record Date for the
determination of stockholders entitled to notice of, and to vote at, the Meeting. The stock and
transfer books of the Company will not be closed.

Stockholders who cannot attend the Meeting in person are requested to accomplish, sign, date
and retarn the enclosed Proxy Form to the undersigned no later than 5:00 p.m. of 15 June
2007.

For convenience in registering your attendance, please present some form of identification such
as driver's license, Company ID, TIN Card, SSS Card, etc. Registration starts at 2:00 p.m. and

closes at 2:30 p.m.
AL

ADRIAN S, ARIAS
Corporate Secretary

Approval of the Company’s Continued Engagement in Oil, Gas and Mineral Exploration,




THE PHILODRILL CORPORATION
8" Floor, Quad Alpha Centrum
125 Pioneer Street, Mandaluyong City, Philippines
Tel (632) 631-8151; 631-1801 to 03, Fax (632) 631-3080

MANAGEMENT REPORT ACCOMPANYING INFORMATION STATEMENT
: PURSUANT TO SRC RULE 20 (4)

| Andited Financial Statements

The audited financial statements of The Philodrill Corporation (the “Company”) for the
fiscal year ended 31 December 2006 are attached hereto.

II.  Disagreements with Accountants on Accounting and Financial Disclosure.
NONE

IOI. Management’s Discussion and Analysis or Plan of Operations
(a) Full fiscal years

(1) Financial Condition, Changes in Financial Condition and Results of
Operations

Financial highlights for the years 2006 and 2005 are presented below:

(in thousands of Pesos) 2006 2005 2004
Petroleum revenues 147,043 78,739 37,575
Investment income 5,797 38,282 9,710
Interest income 5,748 .9,59 9,898
Net income (loss) (175,766) 2,745 (308,281)
Total assets 1,552,453 2,293,019 2,210,921
Net worth 1,375,006 1,796,124 1,764,696
Issued & subscribed capital 1,534,944 1,534,944 1,534,944

The Company posted a net loss of B175.8 million in 2006, net income of B2.7 million in
2005 and net loss of P308.3 million in 2004. Gross revenues in 2006 totaled 8164.3

million, B 133.5 million in 2005 and P60.3 million in 2004, The increase in revenues was
due to higher income from petroleumn operations which went up by P68.3 million (2005-
2006) and P109.5 million (2004-2006), respectively, on account of higher crude prices.
The average price per barrel in 2006 was US$55.91 compared to US$ 45.56 in 2005 and
US$33.84 in 2004. Equity in net eamings of associates decreased by P32.5 million
(2005-2006) and about P4 million (2004-2006), respectively, due to the lower level of




income of the associates. Interest income decreased by P3.8 million (2005-2006) and

P4.1 million (2004-2006), respectively.

Total costs and expenses in 2006 totaled B337.4 million, P130 million in 2005 and
P368.2 million in 2004. The increase between 2005-2006 was due to the P194.9 miilion

loss arising from the disposal of the EPHI investment in 2006. Share in costs and
operating expenses increased by P35.9 million (2005-2006) and P61.7 million (2004~ \/
2006), respectively, due to higher level of production costs. Interest and financing
charges decreased by P25.6 million (2005-2006) and million (2004-2006
respectively, due to lower level of borrowings. General and administrative expenses
totaled P30 million in 2006, P23 million in 2005 and P14.9 million in 2004. The increase v
of P6.8 million (2005-2006) was due to the provision for doubtful accounts booked as of

the end of 2006. There was no provision for probable loss on deferred oil exploration

and development charges in 2005.

Total assets decreased from P2.3 billion as of year-end 2005 to P1.5 billion as of year-
end 2006. Total current liabilities decreased from P496.2 million in 2005 to P176.4
million in 2006.

Operations Review

PETROLEUM PROJECTS

The Company’s exploration properties, which are presented as deferred oil exploration
and development costs in the audited financial statements are presented below:

SC/GSEC No. Participating | Deferred Costs
Interest (%) (P*000)
SC6A (Octon) 43.33000 | P 401,043
(SaddleRock/Esperanza) 43.33000 64,844
SC41 (Sulu Sea) 3.39800 | 146,890
GSECI8 (Onshore Mindoro) 22.00000 81,291
SWAN Block (NW Palawan) 32.97500 99,332
SCé6B (Bonita) 2187500 12,710
Qthers 1,058
Total P 807,168

Production Block

SERVICE CONTRACT NO. 14 (Nido and Matinloc Production Blocks)

The combined oil production from the Nido and Matinloc Fields totaled 181,401 barrels
in 2006, a decrease of 12.97% from the fields’ combined output of 208,438 barrels in




2005. The decrease was due to the shutdown of both fields during certain periods of the
year due to operational constraints such as weather and dry docking of the transport
vessel. The steady decline of the Matinloc field also contributed to the significant

decrease in total production for the year.
2006 Crude Oil Production Summary

(in barrels)
Nido Matinloc 2006 Total 2005 Total
January 12.507 5920 18,427 27,628
February 14,965 3,252 18,217 12,690
March 11,087 4,873 15,960 8,005
April 0 0 0 23,294
May 0 5072 5072 24,490
June 14,288 8,906 23,194 23,026
July 13,909 5,400 19,309 9,449
August 13,766 4,108 17,874 15,870
September 0 5,757 5,757 5,185
October 14,016 5,674 19,690 25,864
November 12,401 7,050 19,451 21,629
December 12,678 5,772 18,450 11,308
Total 119617 61,784 181,401 208,438

The consortium completed a total of nine (9) shipments from the two fields in 2006 to
Pilipinas Shell Petroleum with whom the consortium signed & one-year crude oil sales
agreement up to November 2007.

The Company implemented a number of projects aimed at increasing production and
mitigating operational hazards at the fields, including repair works on the platform deck
and pipelines and completion of the fire deluge system upgrading at the Matinloc
platform. A new three-phase pump system will be installed in the Nido platform to
stabilize production. The Company is also studying the possibility of putting the Pandan
field back into production to make up for the steady decline in the Matinloc output.

Nido 1X1

Forum Energy submitted a farm-in proposal in October 2005 to conduct a detailed study
to validate the Nido 1X1 structure, [n October 2006, the Company received another farm-
in proposal from Venturoil for the possible drilling and development of the Nido 1X1
structure.




SERVICE CONTRACT NO. 14 C-1 (Galoc)

Block operator Galoc Production Company (GPC) opened its Singapore office on 03
January 2006 to serve as the operations hub, where most of the evaluation works, project
tendering processes and monitoring will be done.

On 15 March 2006, the DOE approved the Galoc Plan of Development (POD), subject to
the execution of an extended production test agreement (EPTA) between the DOE and
GPC. Subsequently, a six-month EPTA was approved by the DOE in August 2006. The
Department of Environment and Natural Resources, through the Environmental
Management Bureau, has also granted an Environmental Compliance Certificate covering
both the Galoc and Octon fields.

On 12 September 2006, a new Joint Operating Agreement was approved and adopted by
the Galoc consortium. Subsequently, the Block C Agreement, which provides for the
rules of distribution to all parties of the revenues from the Galoc field, was also approved
and signed during the year.

Development drilling at the Galoc Field is expected to start in October 2007. First oil is
expected within the first quarter of 2008. .

The Company holds a 6.398% carried participating interest on the Galoc Block.

Exploration Blocks
SERVICE CONTRACT NO. 6A (Octon)

Pending review of the proposed farm-in agreement by the Octon consortium, Vitol
completed its preliminary geophysical and gological (G&G) study of the Octon Field
including, among others, full 3D seismic data interpretation of the Octon structure, static
and dynamic reservoir modeling, advanced core studies and well/facilities design.

In November 2006, Vito]l submitted a revised farm-in proposal expressing its desire to
optimize the Octon development options, re-focus exploration of other areas outside of
Octon, and come up with a drilling prospect within a year’s time. As of end-December
2006, the revised Vitol farm-in proposal is still under review by the Octon consortium.

SERVICE CONTRACT NO. 6 (Cadlao)

The Company resigned as operator of the Cadlao block effective 03 February 2006, as it
considered it inappropriate to remain as operator despite being a non-voting, carried
interest party in the block. Oriental Petroleum and Mirerals (OPM), with 55.0563%
participating interest, was eventually designated as the new operator.




" During the 3™ quarter of 2006, OPM signed a confidentiality agreement with a potential
farminee, which is now undertaking technical and legal review of the Cadlao block.

SERVICE CONTRACT NO. 6B (Bonita)

Forum Energy offered to conduct, at its own expense, seismic and sub-surface studies to
firm up the recoverable reserves estimate and forecast potential production rates from the
Bonita Field However, as of end-December 2006, the Benita consortium had yet to
receive indications from Forum whether or not it will proceed with its farm-in offer.

SERVICE CONTRACT NO. 14 C-2 (West Linapacan)

In 2006, the West Linapacan consortium received farm-in offers from Nido Petroleum,
Framework Solutions, Pearl Qil Resources and Pitkin Petroleum,

As of end-December 2006, Framework Solutions has withdrawn its farm-in offer citing
the results of an independent study it commissioned for the field. The other farm-in offers
are still pending consideration by the West Linapacan consortium.

SERVICE CONTRACT NO. 41 (Sulu Sea)

In 2006, the SC 41 consortium received farm-in offers from Tap Qil, Mitra Energy, Pearl
Resources and Burgundy. Based on the offers made, the consortium chose Tap Oil of
Australia because it offered the more robust work program.

Tap Oil will undertake a prospectivity review of the whole block and conduct a 600-
sq.km. 3D seismic data acquisition, processing and interpretation program at an estimated
cost of more than US$3 million, all for its sole account. The 3D survey will commence in
April 2007. Tap Oil has applied with the DOE for the extension of Contract Year 9 up to
10 May 2008 and a corresponding extension of Contract Year 10 until 10 May 2009,

Philodrill holds a 3.398% carried interest in the SC 41 block.

SERVICE CONTRACT NO. 53 (Onshore Mindoro)

On 22 February 2006, the DOE approved the Participation Agreement between the
Company and Laxmi Organic Industries (Laxmi). Thus, the distribution of participating

interests in the block is now 70% Laxmi, 22% Philodrill, 5% Anglo Philippine Holdings
and 3% Basic Petroleum.

For the rest of 2006, Laxmi conducted an in-depth review of the Mindoro area, including
satellite imagery, geochemical study and retrieval of vintage seismic field data for
imtegration with the results of the geochemical study.




SWAN BLOCK (Deepwater NW Palawan)

The DOE awarded SC 57 and SC 58 to Philippine National Oil Company—Exploration
Corporation encompassing the area covered by the SWAN consortium’s prior service
contract application. The SWAN consortium is negotiating with PNOC-EC on the
participation of the SWAN group in the SC 57 and SC 58 areas.

INVESTMENTS IN AFFILIATES

Penta Capital Investment Corporation (PCIC), where the Company owns 40% equity,
posted a consolidated net income of P15.3 million in 2006, 5% higher than its 2005 profit
level. Gross revenues increased to P82.5 million in 2006 from P73.1 million in 2005,

The Company has NO direct equity interest in Penta Capital Finance Corporation and as
such, NO disclosure on its business development was made.

NO bankruptcy, receivership or similar proceeding has been filed by or against the
Company during the last three (3) years,

NO material reclassification, merger, consolidation, or purchase/sale of a significant
amount of assets not in the ordinary course of business has been undertaken by the
Company during the last three (3) years.

(2) Yearend Results

For the year ended 2006, the Company posted a net loss of P175.8 million compared to a
net income of P2.7 million in 2005.

. (3) Key Variable and Other Qualitative and Quantitative Factors

The top five (5) key performance indicators of the Company are as follows:

Dec. 31, 2006 Dec. 31, 2005

Current Ratio 0.74:1 0.36:1
Current Assets 131,245,444 177,005,578
Current Liabilities 176,403,928 496,234,778

Debi to Equity Ratio 0.13:1 0.28:1
Tota] Liabilities 177,447,064 496,894,593
Stockholders Equity 1,375,005,958 1,796,124,094

Egulty to Debt Ratlo 7.75:1 3.61: 1
Stockholders Equity 1,375,005,958 1,796,124 ,054
Total Liabilities 177,447,064 496,894,593




Book Value per Share 000896 (new par) 1.17016 (old par)
Stockbolders Equity 1,375,005,958 1,796,124,094
Averape shares outstanding, 153,494,401 600 1,534,944 016

Income (Loss) per Share {0.001158) (new par) 0.00179 (old par)
Net Income {Loss) {175,766,114) 2,744,795

Average shares outstanding 153,494,401,600 1,534.944.016

Current Ratio increased to 0.74:1 in 2006 from 0.36:1 in 2005, while Current Liabilities
exceeded Current Assets by P45.2 million in 2006 and by P319.2 million in 2005.
However, a portion of the “Investments™ account in the balance sheet consists of shares
of stock which are listed with the Philippine Stock Exchange and which could be sold to
meet the Company’s obligations as may be necessitated by future circumstances. These
shares of stock have an aggregate market value of P111.9 million as of 31 December
2006 and P243.4 million as of 31 December 2005. If these shares would be considered
part of Cumrent Assets, the re-computed Current Ratio will be 1.38:1 as of end-2006 and
0.85:1 as of end-2005.

The Company has NO majority-owned subsidiaries and as such, NO disclosure on
performance indicators was made.

(i)  Trends, events or uncertainties that have or.are reasonably likely to have a
material impact on the Company's short-term or long-term liquidity - the
information required by this item is contained in Note 2 to the Company’s 2006
Audited Financial Statements.

(ii) The Company’s internal source of liquidity comes from revenues generated from
operations. The Company’'s external sources of liquidity come from stock
subscriptions, loans and advances.

(iii) The Company is expected to contribute its share in the exploration and
development expenditures in the SCs and GSECs. However, most of the funding
for such expenditures is expected to be provided by potential farminees to these

(iv)  Trends, events or uncertainties that have had or reasonably expected to have a
material impact on the revenues or income from continuing operations - the
information required by this item is contained in Notes 2, 13 and 15 to the
Company’s 2006 Audited Financial Statements.

(v)  There have been no material changes from period to period in one or more line
items of the Company’s financial statements, except those discussed below:




a) Total assets decreased from P2.3 billion in 2005 to P1.5 billion in 2006.

- Cash account decreased from P8.7 million as of end-2005 to P5.2
miflion as of end-2006 due to payment of certain accounts.

- Receivables and Advances to related companies decreased by P21.4
million and P31.3 million, respectively due to collection of accounts.

- Crude oil inventory increased by P10.4 million or 535% due to higher
level of inventory as of year-end 2006.

- Other current assets decreased by P0.03 million due to the lower level
of office supplies inventory as of end-2006.

- Investments in associates decreased by P726.1 million due to the
Company’s sale of EPHI holdings.

- Property and equipment decreased by P15.1 million due to adjustments
booked during the year.

- Available-for-sale investments increased by P43.6 million due to the
adjustment on the valuation reserve pertaining to the listed stock
investments of the Company.

- Investment property decreased by P0.2 million due to depreciation
booked during the year.

- - Other non-current assets increased by P1.0 million due to the
collection of accrued interest receivable on advances to related

companies.

b) Total current liabilities decreased from P496.2 million in 2005 to P176.4
million in 2006.

- Loans payable and current portion of long-term debt decreased by P6.8
million and P4.3 million, respectively, due to the amortizations paid
during the year.

- Trade and other payables and Advances from related companies
decreased by P87.2 million and P222.1 million, respectively, due to
settlement of some accounts. Additional information is also contained
in Notes 14 and 18 to the Company's 2006 Audited Financial
Statemnents.




(vi)

(vii)

(viii)

- Income tax payable increased by P0.6 million due to higher level of
income subjected to minimum corporate income tax (MCIT).

- Pension liability increased by P0.4 million due to accrual of additional
liabilities as of end-2006.

c) Stock.holdem' equity decreased by P421.3 million.
Subscribed capital stock decreased by P45.6 million due to issuance of
shares on fully patd subscriptions.

- Subscriptions receivable decreased by P0.9 million due to collections
made during the year.

- Share in associate’s revaluation increment totaling to P294.9 million
was debited due to the Company’s sale of EPHI holdings.

- Retained eamings decreased by P176.0 million due to the net loss
baoked for the year 2006,

d) Gross revenues in 2006 rose to P164.3 million from P133.5 million in
2005 due to the higher income from petroleum operations which was
caused primarily by higher crude prices in 2006. Equity in net earnings of
associates decreased by P32.5 million due to the lower level of income of
the associates. Interest income and miscellaneous income decreased by
P3.8 million and P1.0 million, respectively.

(e¢)  Total costs and expenses in 2006 increased by P207.4 million due to the
P194.9 million loss sustained in the disposal of the EPHI investment in
2006. Share in costs and operating increased by P35.9 million due to
higher level of production costs. Interest and financing charges decreased
by P25.6 million due to lower level of borrowings. General and
administrative expenses increased by P6.8 million due to the provision for
doubtful accounts booked as of end-2006. There was no provision for
probable loss on deferred oil exploration & development charges in 2006.

There have been no seasonal aspects that had material effect on the financial
condition or results of operations of the Company.

There are NO events that will trigger direct or contingent financial obligation that
is material to the Company, including any default or acceleration of an obligation.

There are NO material off-balance sheet transactions, arrangements, obligations
(including contingent obligations) and other relationships of the Company with
unconsolidated entities or other persons created during the reporting period.




Properties

The information required by Item 2 is contained in Note 8 to the Company’s 2006
Audited Financial Statements.

The Company, s a participant in Service Contract No. 14, reflects its proportionate share
in the cost of the production facilities of the Nido, Matinloc, North Matinloc and West
Linapacan oilfields under the “Wells, platforms and other facilities” account. These
production facilities are located in the offshore Palawan arca, while the office
condominium units, furnitures and other equipment are located at 125 Pioneer Street,
Mandaluyong City. A mortgage participation indenture, based on the appraised value of
the office condominium units amounting to about P74.42 million as of 09 February 2007,
is used as collateral for some of the Company’s loans. There are no major limitations on
ownership or usage over these mortgaged properties. These properties are in good
condition. The Company does not intend to make any substantial property acquisition in
the next twelve (12) months.

The Company’s exploration properties, which are presented as deferred oil exploration
and development costs in the audited financial statements are presented below:

SC/GSEC No. Participating Interest | Deferred Cost (P*000)
SC6A (Octon) 43.33000% P 401,043
(SaddleRock/Esperanza) | 43.33000 64,844
SC41 (Sulu Sea) 3.39800 146,890
GSEC98 (Onshore MIndoro) 22.00000 81,291
Swan Block (NW Palawan) 32.97500 99,332
SC6B (Bonita) 21.87500 12,710
Others 1,058
) Total P 807,168

Employees

The Company has 25 employees as of 31 December 2006.
IV.  Brief Description of the General Nature & Scope of Business of the Company

The Philodrill Corporation (the “Company”) was incorporated in 1969, originally with
the primary purpose of engaging in oil, gas and mineral exploration and development. In
1989, realizing the need to balance the risk associated with its petroleum activitics, the
Company changed its primary purpose to that of a diversified holding company while
retaining petroleum and mineral exploration and development as one of its secondary
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purposes. Since then, the Company has maintained investments in petroleum exploration
and production, financia) services, property development, mining and infrastructure.

The Company’s active petroleum projects cover production and exploration areas in
offshore Palawan, South Sulu Sea and onshore Mindoro under various Service Contracts
(SC) and Geophysical Survey and Exploration Contracts (GSEC) with the Philippine
government through the Department of Energy (DOE).

In the financial services sector, the Company is a 40% shareholder of Penta Capital
Investment Corporation (Penta Capital), an investment house. Penta Capital holds equity
interest in several companies such as, Penta Capital Finance Corporation, a finance
company and quasi-bank {98.75% owned), Penta Capital Holdings Corporation, an
investment holding company (29.54% owned), Penta Capital Realty Corporation (100%
owned) and Intra-Invest Securities, Inc. (68.47% owned).

In the miring sector, the Company holds minor equity interests in the following
companies: Atlas Consolidated Mining & Development Corporation, Vulcan Industrial &
Mining Corporation and United Paragon Mining Corporation.

V. Market Price and Dividends

(1) Stock Prices

The Company’s shares are listed and traded in the Philippine Stock Exchange. The high
and low sale price of the Company's shares for each quarter during the last two (2) years
2006 and 2005 and the first quarter of the current year 2007, expressed in Philippine
Pesos, are as follows:

High Low

2007 (new par P0.OD) | First Quarter ) P0.014 P0.011
2006 (old par P1.00) | First Quarter 0.560 0.350
Second Quarter 1.760 0.510

Third Quarter 1.400 0.990

Fourth Quarter 1.040 0.900

2005 (old par P1.00) | First Quarter 0.540 0215
Second Quarter 0.380 0.210

Third Quarter 0.470 0.280

Fourth Quarter 0.440 0.340

(2) Holders

There are 9,960 shareholders of record as of 30 April 2007. Common shares outstanding
as of 30 April 2007 totaled 153,494,401,600 shares.

v




On 29 November 2006, SEC approved the Company's amendment of its Articles of
Incorporation to declassify its shares of stock and to change the par valuc of the
Company’s shares of stock from P1.00/share to P0.01/share. Prior to the amendment, the
Company had two classes of shares that enjoy the same rights and privileges except that
Class A shares shall be issued solely to Philippine nationals while Class B shares maybe
issued to either Philippine or foreign nationals. SEC approved the last registration of the
capital stock filed on 27 January 1994,

Top 20 stockholders as of 30 April 2007 (P0.01 par value):

NAME NO. OF SHARES | % TO TOTAL
HELD

1. PCD NOMINEE CORPORATION 68,715,535,631 447673
2. NATIONAL BOOK STORE, INC. 26,652,621,975 173638
3, VULCAN INDUSTRIAL & MINING CORP, 16,588,287,159 10.8070
4. ALAKOR CORPORATION 5,145,989.976 33525
5. PHILIPPINE OVERSEAS TELECOMS CORP. 2,423,438,709 1.5788
6. ALAKOR SECURITIES CORPORATION 2,422,303,400 1.5781
7. TRAFALGAR HOLDINGS PHIL,, iNC. 1,474,082,100 0.9603
8. WEALTH SECURITIES, INC. 958,486,326 0.6244
9. TERESITA DELA CRUZ 662,172,800 04313
10. ESTATE OF HENRY A. BRIMO 601,335,300 0.3917
11. ALSONS CONSOLIDATED RESOURCES, INC. 566,720,000 0.3692
12. CONRADO 5. CHUA 490,565,136 0.3195
13. DOMINGO U. LIM 460,000,000 02996
14, RCBC TAH 72-230-8 385,482,500 0.2511
15. ANG NGO CHIONG 364,311,105 0.2373
16. NICASIO ALCANTARA 363,200,000 0.2366
17. ALBERT AWAD 351,561,991 02290
18. RCBC TRUST ACCOUNT #32-314-4 336,882,100 02194
19. ALBERTO MENDOZA &/OR JEANIE C. MENDOZA 317,910,514 0.2071
20. CUALOPING SECURITIES CORPORATION 289,550,937 0.1886

(3) Dividends

NO dividends were declared during the last two (2) years 2005 and 2006 and the first
quarter of the current year 2007.

The Company’s ability to declare and pay dividends is restricted by the availability of
funds and the provision of existing loan agreements.

VL  Corporate Governance

(8 The Company uses the evaluation system established by the SEC in its
Memorandum Circular No. 5, series of 2003, including the accompanying
Corporate Governance Self Rating Form (CG-SRF) to measure or determine the




®

(c)

(d)

level of compliance of the Board of Directors and top-level management with the
Company’s Corporate Governance Manual.

The Company undertakes a self-evaluation process every semester and any
deviation from the Company’s corporate Governance Manual is reported to the
Management and the Board together with the proposed measures to achieve
compliance.

Except as indicated below, the Company is currently in full compliance with the
leading practices on good corporate governance embodied in the CG-SRF.

1. The Company has prepared a draft Code of Conduct for the Board, CEO
and staff, which is still undergoing changes to cope with the dynamics of
the business. In the meantime, however, the Company has existing
policies and procedures that can identify and resolve potential conflicts of
interest.

2. Employees and officers undergo professional development programs
subject to meeting the criteria set by the Company. Succession plan for
senior management is determined by the Board as need arises.

The Company shall adopt such improvement measures on its corporate
governance as the exigencies of its business will require from time to time.

The Company undertakes to provide, without charge, upon the writien request of o stockholder, a copy
of its Annual Report on SEC Form 17-A. Such request should be addressed 1o the Corporate Secretary,
The Philodrill Corporation, 8th Floor, Quad Alpha Centrumn, 125 Pioneer Streel, Mandaluyong City
1550, Philippines.
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INDEPENDENT AUDITORS' REPORT

The Stockholders and the Board of Directors
The Philodrill Corporation

8th Floor, Quad Alpha Centrum

125 Pioneer Street, Mandaluyong City

We have audited the accompanying financial statements of The Philodrill Corporation, which
comprise the balance sheets as at December 31, 2006 and 2005, and the related statements of income,
statements of changes in equity and statements of cash flows for each of the three years in the period
ended December 31, 2006, and a summary of significant accounting policies and other explanatory
notes.

We did not audit the 2005 and 2004 financial ststements of EDSA Properties Holdings Inc. (EPHI)
and PentaCapital Investment Corporation (PentaCapital), the investments in which are reflected in the
financial statements under the equity method of accounting. The investments in EPHI and
PentaCapital represent about 39% of the Company’s total assets as of December 31, 2005, and the
equity in their net earnings represent about 30% and 16% of total revenues in 2005 and 2004,
respectively. Those statements were audited by other auditors whose report has been furnished to us,
and our opinion, insofar as it relates to the amounts included for EPHI and PentaCapital, is based
solely on the report of tha other auditors. The other auditors report on PentaCapital was qualified
with respect to the matters discussed in Note 9 to the financial statements. As stated also in Note 9,
the Company adjusted the financial statements of PentaCapital to conform to Philippine Financial
Reparting Standards,

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with Philippine Financial Reporting Standards. This responsibility includes: designing,
implementing and mamtaining internal control relevant to the preparation and fair presentation of
financial statements that are free from material misstatements, whether due to fraud or error, selecting
and applying appropriate accounting policies; and making accounting estimates thet are m_gonabla in

the circumstances. g;ﬁ
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As discussed in Note 2 to the financial statements, the suspension of production activities in the West
Linapacan oilfields raises an uncertainty as to the realization of unamortized costs of weils, platforms
and other facilities, and deferred oil exploration costs incurred in connection with the Company’s
participation in the acquisition, exploration of petroleum concessions which are dependent upon the
development of the Galoc arca and other areas under Service Contract 14, as well as the ability of the
different consortia to mature certain prospects in the other contract areas.

SYCIP GORRES VELAYO & CO.

. GutIE, f

J. Carlitos G. Cruz

Partner

CPA Certificate No. 49053

SEC Accreditation No. 0072-AR-1

Tax Identification No. 102-084-648

PTR No. 0266538, January 2, 2007, Makati City

April 26, 2007
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THE PHILODRILL CORPORATION

BALANCE SHEETS
ASSETS
Current Assefs
Cesh and cash equivalents (Note 5) 15,239,364 3,692,353
Receivables - net (Note 6) 78,609,623 100,011,426
Crude oil inventory 12,409,228 1,954,754
Advances to related companies (Note 18) 34,852,062 66,180,434
Other current assets 135,167 166,611
Total Current Assets 131,245 444 177,005 578
Noncarreot Assets
Defeared oil exploration costs - net (Notes 2, 7 and 11) 807,168,493 805,248,319
Investments in associates (Note 9) 203,337,672 929,398,112
Property znd equipment - net (Notes 2, 7 and 8) 181348210 296,420,442
Available-for-sale (AFS) investments (Note 10) 128,141,879 84,555279
Investment propertics - net (Notz 12) 164,209 315,957
Other noncurrent assets 1,047,715 64500
Tots) Noncurvent Assets 1,421.207,578 2,116,013,109
TOTAL ASSETS PLS524S3002  $2.293,018,687
LIABILITIES AND EQUITY
Curvent Liabilitics
Loans payable (Note: 13) #21,415,114 28,248,902
Trade end other payables (Notes 7 end 14) 30,996,336 118,185,737
Currcat portion of long-term debt (Note 15) 80,724,515 84,987,965
Advances from related companies (Noto 18) 35457474 257,595,614
Dividends payable 5,013,853 5,013,853
Subscriptions psyebic 1,652,742 1,662,742
Income tex payable 1,143,894 539,965
Total Current Lisbilities 176,403,928 - 496234 T78
Noocurrent Liability
Peasion liability (Note 22) 1,043,136 659,815
Equity
Capital stock - $0.01 par vatue in 2006 and P1 per valus in 2005 (Notz 16)
Aumthorized - 155.0 billion shares in 2006 and 1.55 billion shayes in 20035

Issued 1,527,632 861 1,432,073 379

Subscribed 7311155 52,870,637

Subscriptions receivable (1,157,679) (2,112,487
Paid in capital from sale of treasury (Note 16) 1,624,012 -

Share in associate’s revalustion increment (Note 9)
Unrealized vatuation losses cn AFS investments (Note 10)
Retained carnings (deficit) (Note 16}

Total Eqoity

TOTAL LIABILITIES AND EQUITY
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THE PHILODRILL CORPORATION

STATEMENTS OF INCOME

Years ended December 31

2006 2005 2004

REVENUES

Share in petroleum operations (Notes 2 and 7)
Equity in net earnings of associates (Note 9)
Miscellaneous

R147,043,008  B78,738,794  B37,575,381
5796937 38282287 9,709,961
;2101638 , 3,131318 1135958

7 154941583 7 120,152,399 v 48,421,300

INTEREST INCOME {(Note 18)
FOREIGN EXCHANGE GAINS - net (Note 7)

COSTS AND EXPENSES
Loss on disposal of shares of stock (Note 9)
Share in costs and operating expenses (Notes 7 and 19)
General and administrative expenses (Note 20)
Interest and financing charges

(Notes 2, 13, 15 and 18)
Provision for probable losses on deferred oit

exploration costs (Notes 2 and 11)

5,748,273 9,591,242 9,898,490
3,607,623 3,795,918 1,983,232
(194,860,000) - (255,720,486)

(89,710,943)  (53,848,004)  (28,034,642)
(29.875,565)  (23,053,826)  (14,932,953)

(22,971,000)  (48,571,843)  (31,965,741)

(4,556,684)  (37,528,646)

(337,417,508)  (130,030,357)  (368,182,468)

INCOME (LOSS) BEFORE INCOME TAX

PROVISION FOR INCOME TAX (Note 23)

(173,120,020) 3,509,202  (307,879,446)

2,646,085 764,407 402,066

NET INCOME (LOSS) (Note 17) (P175,766,114)  P2,744,795 (P308,281,512)
INCOME (LOSS) PER SHARE (Note 17)
Basic ®0.0011) P0.0018 (R0.2008)
Diluted (0.0011) P0.0018 (R0.2008)

See accompanying Notes to Financial Statements.
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THE PHILODRILL CORPORATION

STATEMENTS OF CHANGES IN EQUITY
FOR THE YEARS ENDED DECEMBER 31, 2006, 2005 AND 2004

Unreatized
Paid in Share in Loses Unreallzed
Copital rom  Associnte™s  On Declino in Vatuation
—  Copin)Stock (Noto 1) Saloof  Revalustion Market Vatus Losses on AFS Retalned
Subserd, Treasury Increment of  Investments Bamings
- T lssued  Subseribed _..snwﬁ ota Eﬁﬁn Total
Balances at January 1, BL482,066,842 PSLETLITE  (P2,112.309 B~ P430932,589 (P200,752,1 P~ 403,705,702 $2,174,717,239
Recovery in MV of markezabls securities - - lV - %S - Quua._ww”o% - - = un.._ou..wwo
"3baro In change in associata’s revaluation inerement - - - - (373,228) - - - (373,228)
Disposal of eszoclata's shares - - - = (143,698,753) 14,140,602 - - (129.558,151)
Net loas for the year - - - - - - - (308381512 81,512
Batunces at December 35, 2004 PS2377.174_ (M2.112,899) B P204.860,608_(RISBA19.3567) B
Balanoes et Docemnber 31, 2004 BlAS2065,842 PRSLETTAT4  (P2,112.89%) - P294,860,608 (R158,419,557) B POSA24,190 P1,764,696,348
Bffect of edoption of PAS 39 (Nots 3) - - - - = 158419567 (1534198 - =
"Balances ot January |, 2005 — 294,860,608 = (ISBA19.56T) 95424,190  1,764,696,348
Issuances of sheres 5,537 (6,537 412 - - - - - 412
Net unrcalizad vatuation gains on AFS bnvestment - - - - - - 28,682,539 - 18,632,539
Net income for the year - - - - - - o 2744758 1,744,798
Total income recognized for the year -~ - - - =
Belanoes st December 31, 2005 B 073,379  B32.870.637 (B2,112437) P
Balences ot January 1, 2006 PLASZOTI 79 BSL80.637 (P13, P~ 1294,860,608 -
Issurnce of shares 45,359,482  (43,559,482) - - - -
Collaction of subscriptions recefvabls - - 954,808 - - -
8als of treasury shares - - - 1,624,012 - -
Reversal dus to eals of investment _ - - - —_ {294,860,603) -
Subtotal 1527632861 711,155 {1,157,6%9 1,624,012 - =
: — - - - - - 45,925,766 - 46,929,766
nm ﬁ.ﬁwﬂ.ﬁﬂg el 00 APS vt ~ - - - - - = _(175,766,114) (175,766,114)
Tota] inooms Ezed for the = = = = = = 96919766 (175765114
Balaness et December 31, 2006 P1,522.632.861  F7.311.155  (PL.157,679) P 624,012 P B~ (P32 807
A1 W
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THE PHILODRILL CORPORATION

STATEMENTS OF CASH FLOWS
Years Ended December 31
2006 2005 2004
CASH FLOWS FROM OPERATING ACTIVITIES
Income (Toss) before incoms tax (#®173,120,029) $3,509,202 (P307,879,446)
Adjustments for;
Loss on disposal of shares of stock (Note 9) 194,360,000 - 253,720,435
Intrrest and financing charges 22,971,000 48,571,843 356814
Depletion, depreciation snd amortization 2,289,307 4,421,153 3,514,068
Equity in net eamings of essociates (Note 9) G796937)  (8282287)  (9,709.961)
Interest income (5,748.273) {9,591,.242) (9,898,490)
Unrealized foreign exchange gains (3,441,181) {698,551) (1,983,232)

Provision for probable [osses on deferred oil

cxploration ¢osts (Note 11) 4.556,684 37,528,646

Opernting income befre working capital changes 32,013,887 12,486,302 742,188

Decrease (increase) in:

Reccivables 24,842,984 (5.141,849) 2,932,182
Crude ol inventory (10,454,474) 3,546,742 (5,501,496)
Other carrent assets 3,444 80,941 165,830

Increase (dearesse) fa:

Trade and other payables (30,668336)  (13,858,548) 6,254,646
Peasion lizbility (Notz 22) 1,383,321 1,295,839 755,668

Net cash genernted from (used in) operations 16,148,826 (1,590,073) 4,064,642

Interest received S, 748273 67,734 7,087

Interest and financing charges paid @27,642,240)  (25.441,319)  (15,642,337)

Incoms taxes paid . . (2,041,156) (224,442) (402,066)

Net cash used in operting activities (7,787297) (27,188,200}  (11.972.674)

CASH FLOWS FROM INVESTING ACTIVITIES ‘ ’

Proceeds from sale of investment in associate 114,245,742 - -

Proceeds from sale (payments for purchase) of AFS investrents 3,343,166 {13,755) -

Reductions in (additions to):

Property snd equipment (10,913,525) {4.655509)  (3,732,283)
Advances o relatcd companies 0384185  (1,5347,769) (682,411)
Deferred ofl exploration costs : U919,674)  (11,651942)  (19,493,535)
Other tmewrrent assets ) (933,215) 783,117 329,047
Subscription payable (10,000) - -

Cash dividends received - 9,280,555 5,038,183

Share in inovements of wells, platforms and other filities - . - 4,850,513

Net cesh fom (used in) Investing activities 194,270,309 (7,605303) _ (13,690,486)

CASH FLOWS FROM FINANCING ACTIVITIES

Proceesds from:

Sale of trensury shares 42336,56% - -
Collection of subscriptions receivable 954,808 412 & -
Advences from related companics - |43,213.49§ 7453
Loan svailment - ;\:

Payments of: é"(; -
Advarces from related companies (222,138,140) ; (78
Loans paysble (6,833,783) (29,6914 PUd)
Loog-tzrm debt (4263450) (73 S

Net cash from (used in) financing activities (189,944,001) é‘

NET INCREASE (DECREASE) IN CASH AND CASH & ey S5
EQUIVALENTS A7 Sp7

CASH AND CASH EQUIVALENTS AT BEGINNING OF YEAR
CASH AND CASH EQUIVALENTS AT END OF YEAR (Notc 5) _
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THE PHILODRILL CORPORATION
NOTES TO FINANCIAL STATEMENTS

1. Corporate Information

The Philodrill Corporation {the Company or TPC) was registered with the Philippine Securities
and Exchange Commission (SEC) on June 26, 1969 as an oil exploration and production
company. It is also an investment holding company with investments in property development,
financial services, oil exploration and production and mining.

The Company, which is operating in only one business segment, has three associates with one
engaged in real estate and the others in financial services. The Company and its associates have
a0 geographical segments as they were incorporated and are operating within the Philippines.
Financial information regarding associates as of and for the years ended December 31, 2006 and

2005 is presented in Note 9.

The registered office address of the Company is 8th Floor, Quad Alpha Centrum, 125 Pioneer
Street, Mandaluyong City.

The financial statements of the Company as of December 31, 2006 and 2005 and for each of the
years in the period ended December 31, 2006 were authorized for issue by the Board of Directors
on April 26, 2007.

2. Status of Operations and Management Plans

Petrolenm Operations
The Company, together with other participants (collectively referred to as the “Contractor’),

entered into several Service Cantracts (SCs) and Geophysical Survey and Exploration Contracts
(GSECs) with the Philippine Government, through the Department of Energy (DOE), for the
exploration, development and exploitation of the contract areas situated mostly in offshore
Palawan where oil discoveries were made. The Company’s present petroleum revenues and
production costs and related expenses are from certain arcas of SC 14, particularly Nido and

Matinloc.

The aforementioned SCs and GSECs provide for certain minimum work expenditure obligations
and the drilling of a specified number of wells and are covered by operating agreements which set
forth the participating interests, rights and obligations of the Contractor. The Company’s share in
the jointly controlled assets of the aforementioned SCs and GSECs is included principallySinder

the “Property and equipment” and “Deferred oil exploration costs” accounts in the balanptfshiggy. "=
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The Company’s participating interests in the different SCs as of December 31, 2006, 2005 and
2004 are as follows:

Participating Interest
(in percentage)
2006 2005 2004

SC 6 (Northwest Palawan)

Block A (Octon) 43.330 43330 43.330

Block B (Bonita) 21.875 21.875 21.875

Cadlao Block A -* -+
SC 14 (Northwest Palawan)

Block A (Nido) 26.106 26.106 26.106

Block B (Matinloc) 41.608 41.608 41.608

Block B-1 (North Matinloc) 17.850 17.850 17.850

Block C-1 (Galoc) 6397 6397 25.588

Block C-2 (West Linapacan) 25588 25588 25.588

BIockD(RetmtmnBlock) 33,751 33.751 33.751

Tara Block 22.500 22,500 22500
SC 41 (Sulu Sea) 3398+ 15480 2322
SC 53 (Onshore Mindoro) 22.000 30.000** 79455
SWAN Block (Northwest Palawan) 32975 32975 32975
SW Palawan 0.000 0.000 1.950

*  Carried cost interest with revenue interest of 0.803

** Combined participating interest with Anglo Philippine Holdings Corporation (APHC)
and Basic Petroleum and Minerals, Inc. (BPMI)

*+* Subject to DOE approval of transfer to TAP (Philippines) Pty. Ltd.

5C 6 BLOCK 4

The Company, together with the other members of the consortium, signed a Farm-out Agreement
with Rock Qil Intemational, Inc. (ROII) in February 2004. The agreement has been duly received
and acknowledged by the DOE. As part of tho farm-out commitment, RO will drill 8 well within
the service contract area by June 2004 at no cost to the other members of the consortium.
However, due to the unavailability of a drilling rig, ROII requested for the deferment of its
drilling commitment. ROH also reported that its principal investors have decided to defer
operations in the Philippines pending resolution of certain legal issues concerning exploration
activities in the country by foreign companies. In view of the technical and legal problems facing
RO, the DOE extended the deadline until September 2004. Following the faiture of ROI to drill
its commitment well on the agreed deadline, the consortium agreed that the Farm-out Agreggient
with ROII had lapsed and the farmed out interest sutomatically reverted back to the consofft

With this development, the Company in its capacity as block operator, had started promolihg £ &
arca IF i~ QG
g0,/ & &

In early 2005, thacmsommnrecmvedcxptwsmmofmmﬁomanumberofcompﬁ'ﬁa? <
including Black Gold Resources, Commissioning Services, Inc. andKuwa:tFawlgn
Exploration Company. Forvmymgmsons.howwa,mfnrm-wtdealwascanclu%%
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In August 2005, Vito Services Limited (Vitol) expressed their interest to farm-in into the Octon
Block. Together with Cape Energy and Team Qil, Vitol are developing the nearby Galoc ficld
and they deemed it prudent to integrate the development of the Octon Field with Galoc.

I October 2006, Vitol reported the completion of their geophysical and geological studies
including, among others, the full 3D seismic data interpretation of the Octon structure, static and
dynamic reservoir modeling, advanced core studies, and well and facilities for the Octon Field
based on a single dircctional well. The Vitol reservoir models point to a proven area, the North
Octon, and an area of additional potential (South Octon). Based on the results of the core studies,
the Octon-3 area could also have en upside potential. All the areas examined are also believed to
contain significant volumes of gas. From their studies and models, Vitol had identified different
commercial options for the Octon Field, all of which involve a joint Octon - Galoc development.

In November 2006, Vitol submitted a revised farm-in proposal expressing their desire to continue
to optimize Octon development options, and in tandem, to re-focus on exploration of other areas
outside of the Octon area and come up with a drilling prospect within a year’s time. As of
Decembei 31, 2006, the Octon consortium was still evaluating the merits of the revised Vitol

farm-in proposal.
SC6 BLOCK B
Production and exploration activities on SC 6B remain suspended.

In October 2005, BPMI cxpiessed their intent to farm-in into the SC 6B Block. BPMI offered to
conduct, at their own expense, seismic and subsurface studies to firm up recoverable reserve
estimates and forecast potential production rates and performance from the Bonita ficld. On the
basis of BPMI's farm-in offer, 2 work program for 2006 consisting of the aforementioned
activities at an initial budget of $50,000 was submitted to the DOE. Communications and
negotiations between BPMI and the Bonita consortium are ongoing for mutvally acceptable farm-

in teyms.

In 2006, negotiations between BPMI, now Forum Energy Philippines Corporation (Forum) and
the Bonita consortium continued. As of the end of December 2006, the Bonita consortium had
yet to receive indication from Forum whether they will proceed with their farm-in offer. The
Company is still comtinuing to promote the area for possible farm-in.

SC 14
The contract areas covered by SC 14 are situated offshore Northwest of Palawan Island and West
of Busuanga Island in the Philippines. Until April 2004, SC l4wasnmde:theopm:l:§ipof
Alcorn Production (Philippines), luc. (APPY). However, starting May 2004, operato:

was transferred to the Company. MoﬂMmh@W&L@mmﬁc%;
‘remaired suspended since I%Mmsimmwmdwﬁnehcrndsoil_pmdtwﬁoncm@
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During the year, production activities continued in Blocks A and B of SC 14. However,
production activities in Blocks C of SC 14 remained suspended. Galoc Production Company
(GPC) continued its preparations for the eventual commissioning and installation of production
fzcilities for the reactivation of Galoc field in Block C.

In August 2003, the Consortivm’s cruds oil sales agreement with jts sole costomer expired and
was not renewed. Accordingly, the Consortium did not have any crude oil sales from such date
up to December 31, 2003. In February 2004, the Consortium signed a crude oil sales agreement
with another customer for the spot sale of crude oil produced from the Nido and Matinloc

Oilficld. In November 2004, the Consortium renegotiated the crude oil sales agreernent into & one
year contract for the sale of crude oil of approximately 246,000 barrels at prices defined in the
egreement. This contract was renewed for anoﬂleryearmNuvemba' 2005 and in November

2006.

In February 2004, VAALCO Energy, Inc., Alcorn Philippines, Inc., Alcorn Production Phils., Inc.
(APPI), and Altisima Energy, Inc. (collectively, the Seller) entered into an Option Agreement (the
Agreerent) with Basic Petroleum & Minerals Inc. (BPMT), Oriental Petroleum & Minerals Corp.
(OPMC), Linspacan Oil & Gas Power Corp., Nido Petroleum, Alcom Gold Resources
Corporation, Petro Energy Resources Corp., Phoenix Energy Corporation and Trans-Asia Qil &
Energy Development Corp. and the Company (collectively, the Buyer). Under the Agreement, the
Scller granted the Buyer the option to purchase the Seller’s participating interests in SC 6 and

$C 14 and, subject to approval by the DOE, all the Seller’s rights, title and interests in and to all
of: (2) the platforms, wells, production facilities and related assets; (b) contracts, data,

information and related materials; (c) accounts payable, asserted claims, contingent Liabilities and
pon-intercompany accounts receivables; (d) crude oil held or saved in the production facility after
the Effective Date; and, (¢) the jointly contributed operating expense fund and contingency fund
(collectively, the Interests) incident to its ownership and operation of the SCs.

The significant terms of the Agreement follow:

a,

The Interests to be transferred are subject to the obligation of the Buyer to comply with
existing laws, rules and regulations of the DOE and the terms and conditions of the SCs and
respective Joint Operating Agreements, including but not Limited to, the obligation to plug
and abandon the useless platforms and other off-shore facilities;

The Buyer shall have the right to perform, at its option, whatever due diligence it deems
necessary in respect of the Interests and Seller’s rights therein during the period prior to the
Closing Date on April 30, 2004; and,

At any time prior to the Closing Date, the Buyer, but not the Seller, may, mmsogand
absolute discretion, notify the Seller that it does not intend to acquire the Interesgl j
case,ﬂ:eAgreemanshaHtmmmmandnenhcrpartyshauhaveanyfurﬂlaob i,
monctary or othcrwise, to the other party. Ifnot terminated prior to the Closing Dy
Seiler will transfer the Interests to the Buyer at the Closing Date pursuant to a g
wceptablerchasemdSaleAgmment,lhatwﬂlmc]udethefoﬂowmgs:
oondxtm:s,umongothﬂs: f:u

o]

L Mhmm&wuveyedonm“asia,whmis”bmisandthem_ Hrasstiio
rights, responsibilitics and obligations in connection with such interestsa i
described in the Agreemnent;




-5-

ii. The Effective Date of the transfer shall be February 1, 2004, and the Closing Date shall
be on April 30, 2004; and,

ili. The purchase prics shall be One Hundred United States Dollars (US$100) and other
valuable considerations.

The withdrawal and assignment of the Seller’s participating interests to the remaining Consortium
members were finally completed on June 30, 2004, APPI was the operator of SC 14 until

June 30, 2004. As a result of the assignment, the Company, together with OPMC and BPMI
became the joint operators of SC 6 and 14 designating the Company as the lead operator starting
July 1,2004. The participating interests of the Seller were assigned on a pro-rata basis to the
remaming Consortium members.

Beginning March 2004, the Company, together with other SC 14 Consortiom members,
received several proposals from various companies to increase and enhance production in Blocks
A and B and to revive past oil discoveries in Blocks C of SC 14.

In October 2006, the Company received another farm-in proposal for the possible drilling and
development of Nido 1X1 structure, Venturoil, a start-up company, proposed to carry the

SC 14-A consortium through a phased program of geophysical and geological studies, drilling and
development of the Nido 1X1 structure, to be carved out from the SC 14-A (Nido Block).

The proposal was forwarded to the partners for review.

SC 14 C-1 Galoc Block

In November 2002, the Company and the other members of the SC 14 Coansortium entered into a
study agreement with a foreign company for the latter to carry out a phased study of the Galoc oil
and gas discovery in SC 14 with the intent to develop the field should the studies show it to be
economically feasible. On November 13, 2003, the foreign company notified the SC 14
Consortium that it has completed the phased study on the Galoc Field. The study showed that the
ficld has 23 million barrels of recoverable reserves. Based on the result of the study, the foreign

company decided not to pursue the development of the Galoc Field.

In September 2004, the Company, together with other SC 14 Consortium members, entered into a
farm-in agreement (the Agreement) with a UK-based and an Australian-based company
(collectively, the Farmees) to farm-in to the Galoc Field in Block C of SC 14 (the Galoc Block).
The Agrecment provides for, among othexs, the designation of the Farmees as the Operator and
the assignment of 58.29% participating interest, with the existing Filipino partners carried free in
the development of the production area in exchange for the contribution of the working capital,
techmical expertise and other resources to develop the Galoc Field.

In August 2005, the GPC was formed as the special purpose company to accept the assigned
58.29% participating interest and assume operatorship of the Galoc Block.

In Augnst 2006, the consortium secured an approval from the DOE regarding the Galoc Plan of
Development (POD). - Additionally, the Department of Eavironment and Natural Resources
Cettificate to the Galoc Area Development which also covers the Octon Field in SC 6A.

TE
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A new Joint Operating Agreement that will govern the SC 14 C-1 Block affairs was approved and
adopted by the consortium on September 12, 2006 after several months of discussions and
negotistions among the consortium members. Another important document, ‘the Block C
Agreement that will define the distribution to all partics of the revenues from the Galoc field
production, was also approved and signed during the year.

For the most part of the second semester of 2006, GPC focused on reviewing tenders, negotiating
and awarding contracts for the various aspects of the Galoc Project particularly for the drilling rig,
tubulars and sub-sea facilities and production/storage vessel. As of December 2006, GPC was
finalizing the contract for installation of subsea equipment, mooring-riser system and process
equipment.

Development drilling at the Galoc Field is expected to start in August 2007, First oil is planned
for the 1st quarter of 2008.

SC 14 C-2 West Linapacan Block

In December 2006, Framework backed out of their farm-in initiative into the West Linapacan -
Block They cited as reasons the results of the Gaffaey-Cline study that point to the very high
technical risks mvolved in the re-activation of the West Linapacan Field. Also, the recent
changes in the top management of their technical partner PNOC-EC, whose key persons they were
initially dealing with have since resigned and been replaced, added to the already difficult course
of negotiations with & oumber of consortivin members.

Recently, Pitkin Petroleum PLC and Pearl Oil Resources jointly submitted a farm-in proposal for
West Linapacan for them to earn 70% participating interest in exchange for a one well carry. The
Company had been authorized by the consortium to negotiate with the farminees. The Company’s
counter-offer is a full carry of the West Linapacan consortium up to first oil for 75% participating
interest.

The suspension of production activities in the West Linapacan oilficlds raises an uncertainty as to
the realization of unamortized cost of wells, platforms and other facilities, and deferred oil
exploration costs incurred in connection with the Company’s participation in the acquisition,
exploration of petroleum concessions which are dependent upon the development of the Galoc
area and other areas under Service Contract 14, as well as the ability of the different consortia to
mature certain prospects in the other contract areas.

SC 41

In 2003, theconu'actmofsctllwasunmmdthcrebydxssohmgtheprmousBlockAmdB
subdivisions for the shallow and deep water areas, respectively, of the contract acreage. _

Furthermore, the Filipino Group (as defined in the Operating Agreement) assigned (¥ Wnfcs e
Slﬂlx.l.td.(lhocal),lheblockopcrmrtheaxc:ssofﬂwnaggregatelS%pmﬁcrpﬁcW' :
exchange for a free carry in the next exploratory drilling in the block. By virtue ofith® dnitiSatio

and sssignment to Unocal, the Company, whxchusedtohaveapa:uctpatmgeqmﬁw .
Block A, now has a 2.322% participating interest in the entire contractarca. £ € : .
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The consortium has fally complied with the work program for the first seven-year exploration
stage of the contract. However, during the consartium mecting held last January 10, 2005, Unocal
informed the parteers of its intent to drop out of the service contract. Unocal’s appreciation of the
last two wells drilled, which yielded generally negative results, prompted this decision. Sandakan
Oil, BHP Billiton and TransAsia have also withdrawn, leaving a small all-Filipino consortium.
The new consortium had successfully negotiated a redection in the work commitment as the
contract entered its 8* contract year in May 2005. In licu of the yearly one well commitment, the

consortium had started implementing a geological and geophysical program which wilt also
incorporate efforts to farm-out the block. Basic Consolidated Inc. was designated as the block

operator for 2005,

In early 2006, the SC 41 consortium received separate farm-in offers from Tap Oil of Australia,
Mitra Energy and Pearl Resources which are both based in Singapore, and Burgundy, a local firm,
On the basis of their individual programs for the Sulu Sea block, the consortium chose Tap Oil

because they offered the more robust work program.

Tap Oil initially offered to pay 100% of the farmors’ share in a 300 square kilometer 3D seismic
data acquisition, processing and interpretation program, at an estimated cost of US$ 3 million, and
a full carry for an option well to earn 76% of the farmors equity. This will give Tap Oil about .
58% cquity and the operatorship of the block. Other members of the consortium, including then
block operator Basic Petrolemm, opted not to farm-down their equity. For its part, the Company
offered to fanm-out part of its ariginal 16.599% equity share in the block.

Tap Oil's entry into the Sulu Sea Block was formalized on June 23, 2006, the date their farm-in
became effective. Basic Petroleum (which later on was bought out by Forum Energy) eventually
turned over the operatorship of the block. As the new operator, Tap Oil submitted the Contract
Year 9 Work Program and Budget outlining the key activities for Year 9, which included a
prospectivity review of the whole block prior to the contemplated 3D seismic data acquisition.
They also started evaluating submitted tenders from different geophysical contractors.

In September 2006, Forum Energy withdrew from the SC 41 consortium, with their entire
interests assigned to Tap Oil. The Company together with Oriental Petroleum, Anglo Philippine
Holdings Corp., South China, Philex Mining and Southwest Resources, are now the “continuing
parties” with their respective interests, prior to the Forum’s exit, maintained. The Company now
holds a 3.398% carried interest on the Sulu Sea Block.

The programmed 3D seismic sarvey, originally scheduled to commence by the end of Jamuary

2007, has been re-scheduled to commence in earty March 2007 with Veritas as contractor

utilizing the vessel M/V Voyager. The survey area was increased from 300 sq. In:n.to:@t

than 600 sq. km., with Tap Oi} fully funding the other carried parties’ share of the adda "‘j
consistent with the Farm-in Agreement. W:ththechangcmﬂ;esurvcyschedu!eandm

operator applied with the DOE for the extension of Contract Year 9 for a period of 1 ,
ending May 10, 2008andaconq:ondmgeﬂenswnofﬂw€onhact¥m]0uﬂilh@ﬂ&£0§ s
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SC 53

GSEC 98, Onshore Mindoro, expired on September 23, 2003, with the DOE. However, the DOE
granted the consortium a limited time extension to enable it to complete talks with the Philippine
National Oil Company Exploration Development Corporation (PNOC-EDC) which earlier
indicated interest to farm-in into the block. The DOE likewise allowed the Company to seck
other farminees.

Towards the end of 2004 however, Laxmi Organic Industries Ltd. (Laxmi) of India and Vamex of
Vietnam jomtly expressed interest on the block. The Company negotiated its participation in the
exploration of the block as a carried partner. PNOC - Exploration Corporation (PNOC-EC) also
expressed interest to participate in the effort. However, PNOC-EC and Vamex later dropped out
of the initial negotiations. The DOE eventually awarded SC 53 to Laxmi in July 2005. The
Company and Laxami both executed a Participation Agreement (PA) in August 2005 which was
formally approved by the DOE in February 2006.

SWAN Block

The application for a new GSEC submitted by the consortium in April 2001 remained pending
with the Department of Enesgy. Despite the inclusion of the SWAN Block in the areas bidded out
by the government under the first Philippine Contracting Round, the consortium did not receive
sy notification from the DOE that they wexe rescindinig the application. As there was no
company that bid over the area during and immediately after the contracting round, the

consortium initiated the conversation of the GSEC epplication into a full service contract
application.

However, the DOE granted instead new service contracts that both partially covered thoe area
being applied for by the consortium. PNOC-EC's SC 57, Calamian block, awarded on September
15, 2005, covered the northern half of the SWAN block where there are several viable prospects
in the general trend of the Malampaya-San Martin-Bantac discoveries. The DOE followed this up
with yet another contract award to PNOC-EC on January 12, 2006. SC 58, West Calamian block,
covered the rest of the SWAN area,

The consortium is presently re-assessing its legal hold on the area in view of the recent
developments on the SWAN block. One of the options being considered is to negotiate with
PNOC-EC on the possible participation of the consortium in their exploration of the area.

On November 2006, the consortium wrote the DOE to ask for the consortium®s inclusion as
carried partners in the block. The consortium's requested carried interest may be taken from the
camied interest that PNOC-EC had negotiated with their foreign partners. In relation theggto, a

o
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block consortium for review.




SW Palawan

The application for 2 new GSEC which was earlier submitted by an all-Filipino consortium led by
cperator TransAsia Qil & Energy Development Corporation, remained pending with the DOE.
The block was also included in the first Philippine Contracting Round but o company bid over
the area. This application was supposed to replace the expired GSEC 64, which counted among
its members Shell Philippines Exploration BV, (Shell). When Shell withdrew from all
exploration activities in the country, and thus from the SW Palawan block, many consortium
members inchuding TransAsia expressed their mtent not to participate in firther exploration
activities on ths block.

Despite the several wells drilled in the SW Palawan basin, no commercial discovery had been
made thus far. In view of this, the Company no longer sees any technical justification to
participate in arry exploration activity in the area. In 2005, the Company made a provision for
probable losses on the deferred exploration costs related to SW Palawan amounting to

4.6 million.

GSEC 75

The Company has signed an Option Agreement with Reliance Oil and Gas Company (ROGC), a

Filipino corporation, for an option to buy back at most a 10% participating equity in GSEC 75.

. ROGC has signed a farm-in agreement with the PNOC-EDC, ths current operator of the block,
wherein ROGC could eam as much as a 75% equity participation for drilling up to two wells.

The fanm-in agreement between PNOC-EDC and ROCG did not push through. As such, the

Option Agreement between the ROGC and the Company did not materialize. In 2004, the

Company made a provision for probable losses on the deferred exploration costs related to GSEC

75 amounting to B37.5 million.

. Summary of Significant Accounting Policies

Basis of Preparation

The accompanying financial statements have been prepared under the historical cost basis except
for crude oil inventory which is vatued at market and available-for-5ale (AFS) investments

which are measured at fair value. The financial statements are presented in Philippine peso which
is the Company’s functional and presentation currency.

Statement of Compliance

TheﬁnmcmlsmmmmtsoftheCompanyhavebemprepamdmacwrdanccmﬂ:thppmp
Financial Reporting Standards (PFRS). 2
o £
. Adoption of New and Revised Accounting Standards *‘fgv
nemmwhmmmmmmmmmofmepmmmy@&ép@' )
for the adoption of the following new and amended PFRS: ﬁ‘ré': ;" a3
Efa_.i ;}"D
¢ Amendments to Philippine Accounting Standard (PAS) 19, E}npla)reeBeanB;%@-"' ik L‘é§
DL Ny ' ¥
'u T~
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e Amendments to PAS 21, The Effects of Changes anoretgnExchangaRm
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o Amendments to PAS 39, Financial Instruments: Recognition and Measurement,
(0} Amendment for financial guarantee contracts; (b) Amendment for hedges of forecast
intragroup transactions; and (c) Amendment for the fair value optiom, and

s PFRS 6, Exploration for and Evaluation of Mineral Resources.

Among the new and amended standards, only the amendments to PAS 19 and PFRS 6 have a
significant impact on the Company’s financial statements. Adoption of these new and revised
standards arnd interpretation did not have any effect on the financial statements of the Company.

They did, however, give rise to additional disclosures.

Amendments to PAS 19 requires additional disclosures on the financial statements to provide
information about trends in the assets and liabilities in the defined benefit plans and the
assumptions undeslying the componeats of the defined benefit cost. This change has no
recogition nor measurement impact as the Company chose not to apply the new option offered to
recognize actuarial gains and losses outside of the statement of income.

PFRS 6 permits an entity to develop an accounting policy for exploration and evaluation of assets
without specifically considering the requirements of paragraphs 11 and 12 of PAS 8, Accounting
Policies, Changes in Accounting Estimates and Ervors. Thus, an entity adopting PFRS 6 may
continue to use the accounting policies applied immediately before adopting the PFRS, including
existing recognition and measurement practices. The accounting policies previously adopted by
the Company are consistent with the provisions of PFRS 6.

‘The Company did not early adopt the following standards and Philippine Interpretations from the
Internationa] Financial Reporting Interpretations Committes (IFRIC):

o PFRS 7, Financial Instruments - Disclosures (effective for anmual periods beginming on or
afler January 1, 2007). PFRS 7 introduces new disclosures to improve the information about
financial instruments. It requires the disclosure of qualitative and quantitative information
about exposure to risks aristng from financial instrumeats, including specified minimum
disclosures about credit risk, liquidity risk and market risk, as well as sensitivity analysis to
market risk.. It replaces PAS 30, Disclosures in the Financial Statements of Banks and
Similar Financial Institutions, and the disclosure requirements in PAS 32, Financial
Instruments: Disclosure and Presentation. 1t is applicable to all entities that report under
PFRS;

o PFRS 8, Operating Segments (effective for annual periods beginning on or after
January 1, 2009). PFRS 8 will replace PAS 14, Segment Reporting, and adopts a
management approach to reporting segment information. 'I'homformahonreportedmuldbe
that which management uses internally for evajuating the performance of o,
and allocating resources to those segments, Sm:hmfounammmayl:aedxﬂ"er\'.mfnﬂ.iﬂ:g;~
mporwdmthebahncesheamdsmmemdmcomemﬂwmpameswﬂlneedu@@ndem

explanations and reconciliations of the differences; SN !
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Amendments to PAS 1, Presentation of Financial Statements: Capital Disclosures (effective
Jor annual periods beginning on or after Jamuary 1, 2007). The amendment to PAS 1 require
the following additional disclosures: (a) an entity’s objectives, policies and processes for
managing capital; (b) quantitative data about what the entity regards as capital; (c) whether
the entity has complied with any capital requirements; and (d) if it bas not complied, the
consequences of such noncompliance;

Philippine Interpretation IFRIC 7, Applying the Restatemant Approach under PAS 29,
Financial Reporting in Hyperinflationary Economies (effective for annual periods beginning
on or after March 1, 2006). This interpretation provides gnidance on how to apply PAS 29
when an economy first becomes hyperinflationary, in particular the accounting for deferred

income tax;

Philippine Interpretation [FRIC 8, Scope of PFRS 2 (effective for anual periods beginning
onor after May 1, 2006). This interpretation requires PFRS 2 to be applied to any
arrangements where equity instruments are issued for consideration which appears to be less

than fair value;

Philippine Interpretation IFRIC 9, Reassessment of Embedded Derivatives (effective for
annual periods deginning on or after June 1, 2006). This interpretation cstablishes that the
date to assess the existence of an embedded derivative is the date an eatity first becomes a
party to the contract, with reassessment only if there is a change to the contract that
significantly modifies the cash flows;

Philippine Interpretation IFRIC 10, Interim Financial Reporting and Impairment (effective for
annual periods beginning on or after November 1, 2006). This interpretation provides that
the frequency of financial reporting does affect the amount of impairment charge to be
recognized in the annual financial reporting with respect to goodwill and AFS investments. [t
prohibits the reversal of impairment losses on goodwill and AFS equity investments
recognized in the interim financial reports even if impairment is no longer present at the
angual balance sheet date;

Philippine Interpretation IFRIC 11, PFRS 2 - Group and Treasury Transactions (effective for
annual periods beginming on or cgﬂerMarch 1, 2007). This interpretation requires
arrangements whereby an employee is granted rights to an entity’s equity instruments to be
eccounted for as an equity-settled scheme by the entity even if (a) the entity chooses or is
required to buy those equity instruments (e.g., treasury shares) from another party, or (b) the
sharcholder(s) of the entity provide the equity instraments needed. It also provides gnidance
on how subsidiaries, in their separate financial statements, acconnt for such schemes when
their employees receive rights to the equity instruments of the parent company; a.nd 3

‘b 4\}

Philippine Interpretation IFRIC 12, Service Concession Arrangements (effective fé’ wﬂz,lﬂl
periods beginring on or after January 1, 2008). This interpretation which cove:gcqmmcg.l S
strangements arising from entities providing public services. / gi‘
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Among the standards and interpretations that were ot early adopted, onty PFRS 7 and the
amendments to PAS 1 have an impact in the Company’s financial statements. The revised and
additional disclosares provided by PFRS 7 and amendments to PAS 1 will be included in the
Company’s financial statements when these are adopted in 2007. The Company will assess the
impact of Philippine hrterpretation IFRIC 10 and Philippine Interpretation IFRIC 12 upon its
adoption in 2007 and 2008, respectively.

Cash and Cash Equivalents

Cash consists of cash on hend and with banks. Cash equivalents are short-term, highly liquid
investments that are readily convertible to known amounts of cash with original maturities of
three months or less from dates of acquisition and that are subject to an insignificant risk of
change in value,

Financial Instroments

Following are the accounting policies on financial instruments effective January 1, 2005.
Financia| instruments are recognized in the balance sheet when the Company becomes a party to
the contractual provisions of the instrament. Purchases or sales of financial assets that require
delivery of assets within the time frame established by regulation or convention in the market
place are recognized in the settlement date.

Financial instraments are recognized initially at fair value of the consideration given (in the case
of an asset) or received (in the case of a liability). Except for financial assets at fair value through
profit or loss (FVPL), the initial measurement of financial assets includes transaction costs.
Financial assets under PAS 39 are classified as either financial assets at FVPL, loans and
receivables, held-to-maturity (HTM) investments or AFS financial assets. The Company’s
financial assets arc of the natwre of loans and receivables and AFS financial assets. Also under
PAS 39, financial liabilities are classified as FVPL or other financial liabilities. The Company’s
financial Labilities are of the nature of other financial liabilities. The classification depends on
the purpose for which the investmeats were acquired and whether they are quoted in an active
nrarket.

Financial instruments are classificd as liabilities or equity in accordance with the substance of the
contractual arrangement. Interest, dividends, gains and losses relating to a financial instrument or
a component that is a financial liability, are reported as expense or income. Distributions to
holders of financial instruments classified as equity are charged directly to equity net of any
related income tax benefits. Financial instraments are offset when there is a legally enforceable
right to offset and intention to settle either on a net basis or to realize the asset and settle the
liability simultanecusly.

&
meCompanydetemﬁnwmechsiﬁwﬁmmhiﬁMmcopiﬁmandr&wm@é%M
designation, where allowed and appropriate, at every reporting date. “’3'2_
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Loans and Receivables
Loans and receivables are nonderivative financia] assets with fixed or determinable payments that

are not quoted in an active market, Such assets are carried at cost or amortized cost using the
effective interest method. Gains and losses are recognized in statement of income when the loans
and receivables are derecognized or impaired, as well as through the amortization process. Loans
and receivables are included in current assets if expected collection is within 12 months from the
balance sheet date.

As of December 31, 2006, the Company’s loans and receivables include receivables and advances
to related parties.

AFS Financial Assets
AFS financial assets are those nonderivative financial assets that are designated AFS or are not

classified in any of the three categories of financial assets. AFS assets are carried at fair value in
the balance sheet. These financial assets are classified as noncurrent assets unless the intention is
to dispose such assets within 12 mouths from the balance sheet date. Changes in the fair value of

such asset are accounted for in equity (see Note 10).

Incladed under this category are the Company’s investments in listed and non-listed shares of
stock of other companies. In 2004, these are carried at the lower of the aggregate cost or market
velue. Changes in valuation were accounted for in equity. The change in accounting palicy
resulted in the reclassification of the Company’s investments in various listed and non-listed
shares of stock, previously classified as investments in marketable equity securities, to AFS

Other Financial Liabilities

Issued financial instruments or their components, which are not designated as liabilities at FVPL
are classified as other financial liabilities, where the substance of the contractual arrangement
results in the Company having an obligation either to deliver cash or another finencial asset to the
holder, or to satisfy the obligation other than by the exchange of a fixed amount of cash or another
financial asset for a fixed number of own equity shares. The components of issued financial
instruments that contain both liability and equity elements are accounted for separately, with the
equity componeat being assigned the residual amount after deducting from the instrument as a
whole the amount separately determined as the fair value of the liability component on the date of
issue. After initial measurement, other financial liabilities are subsequently measured at
amortized cost using the effective imterest rate method.

Amortized cost is calculated by taking into account any discount or premium on the issue and fees
that are an integral part of the effective interest rate. Any effects of restatement of foreign
carrency-denominated liabilities are recognized in “Foreign exchange gains (losses)” in the

P N

statement of income. 2
S

This accounting policy applies primarily to the Company’s debt and trade payables and atfity \"}

obligations that meet the above definition (other than liabilities covered by other

standards, such as income tax payable).
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All IOans ancl bonowmgs are mmally recognud at the fair value of the consideration received
less divectly attributable transaction costs.

After initial recognition, interest-bearing loans and borrowings are subsequently measured at
amortized cost using the effective interest method.

Gains and losses are recognized in the statement of income when the lisbilities are derecognized
as well as through the amortization process.

ition of Finangial and Liabilities
Financial Assets
A financial asset (or, where applicable a part of a financial asset or part of a group of similar
financial assets) is derecognized where:

1. the rights to receive cash flows from the asset have expired;

2. the Company retains the right to receive cash flows from the asset, but has assumed an
obligation to pay them in full without material delay to a third party under a *pass-through’
arrapgement; or

3. the Company has transferred its rights to receive cash flows from the asset and either (a) bas
transferred substantially all the risks and rewards of the asset, or (b) has neither transferred
nor retained sebstantially all the risks and rewards of the asset, but has transferred coatrol of
the asset.

Where the Company has transferred its sights to receive cash flows from &n asset and has aeither
transferred nor retained substantially all the risks and rewards of the asset nor transferred control
of the asset, the asset is recognized to the extent of the Company’s continuing involvement in the
asset.

Financial Liabilities

A financial liability is derecognized when the obligation under the liability is discharged or
cancelled or has expired. Where an existing financial liability is replaced by another from the
same lender on substantially different terms, or the terms of an existing Liabilfty are substantially
modified, such an exchange or modification is treated as a derecognition of the original liability
and the recognition of a new liability, and the difference in the respective carrying amounts is
recognized in the statement of income.

Impaimment of Financial Assets
The Company assesses at each balance sheet date whether there is objective evidence thata
o

financial asset or group of financial assets is impaijred. &a ﬁ
£ dk
Assets Carried at Amortized Cost e TS g’n

lf&uenohmmdmmMmmpanmkmmﬁnnmﬂMcmmdeQ
(e.g., receivables) has been incurred, the amount of the loss is measured as the diffetcnce.
the asset’s carrying amount and the present value of estimated future cash flows '
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asset’s original cffective interest rate. Time value is generally not considered whea the effect of
discounting is not material The carrying amount of the asset shall be reduced either directly or
through use of an allowance account. The amount of the loss shall be recoguized in the statement
of income,

The Company first assesses whether objective evidence of impairment exists individually for
financial assets that are individually significant, and individually or collectively for financial
assets that are not individually significant. If it is determined that no objective evidence of
impairment exists for an individnally assessed financial asset, whether significant or not, the asset
is included in a group of financial assets with similar credit risk characteristics and that group of
financial assets is collectively assessed for impairment. Those characteristics are relevant to the
estimation of future cash flows for groups of such assets by being indicative of the debtors” ability
to pay all amounts due according to the contractnal terms of the assets being evaluated. Assets
that are individually assessed for impairment and for which an impainment loss is or continues to
be recognized are not included in a collective asscssment of impairment.

If, in a subsequent period, the amount of the impairment loss decreases because of an event
occurring after the impairment was recognized, the previously recognized impairment loss is
reduced by adjusting the allowance account. Any subsequent reversal of an impairment loss is
recognized in the statement of income, to the extent that the carrying value of the asset does not
exceed its amortized cost at the reversal date,

Assets Carried at Cost

If there is objective evidence that an impairment loss on an unquoted equity instrument that is not
carried at fair value because its fair value cannot be reliably measured, or on a derivative asset
that is linked to and must be settled by delivery of such an unquoted equity instrument has been
incurred, the amount of the loss is measured as the difference between the asset’s carying amount
and the present value of estimated future cash flows discounted at the current market rate of
return for a similar financial asset.

AFS Financial Assets

If an AFS financial asset is impaired, an amount comprising the difference between its cost (net of
any principal payment and amortization) and its current fair value, less any impairment loss
previously recognized in the statement of income, is transferred from equity to the statement of
income. Reversalk in respect of equity instruments classified as AFS are not recognized in
statement of income. Reversals of impairment osses on debt instruments are reversed throngh
statement of income, if the increase in fair value of the instrument can be objectively related to an
eveat occurring after the impairment loss was recognized in the statement of income,

Cmde Oil Inventory
Cmde oil imventory is valued at market,

Property and Equipment

e e .
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The initial cost of property and equipment, other than wells, platforms and other facilities,
comprises its purchase price, including taxes and any directly attributable costs of bringing the
asset to its working condition and location for its intended use. Expenditures incurred after the
property and equipment have been put into operation, such as repairs and maintenznce, are
normally charged to income in the period the costs are incurred. In situations where it can be
¢learly demonstrated that the expenditures have resulted in an increase in the future economic
benefits expected to be obtained from the use of an itemn of property and equipment beyond its
originally assessed standard of performance, the expenditures are capitalized as additional cost of
property and equipment.

The carrying amount of the replaced part regardless of whether the replaced part bad been
depreciated separately is derecognized if an eatity recognizes in the carrying amount of an item of
property and equipment the cost of a replacement for part of the item, If it is not practicable for
en entity to determine the carrying amount of the replaced part, it may use the cost of the
replacement as an indication of what the cost of the replaced part was at the time it was acquired

or constructed.
* i

Whea each major inspection is performed, its cost is recognized in the carrying amount of the :

item of property and equipment as a replacement if the recognition criteria are satisfied. P

Depletion of wells, platforms and other facilities are provided on a field basis under the unit-of-
production method based upon estimates of proved reserves. The depletion base includes the
estimated future development cost of the indeveloped reserves,

Depreciation of other property and equipment is computed using the straight-line method over the
estimated uscful lives of the assets as follows:

L e g A -y v ae

Number of .
Category Years ’
Office condominium units and improvements 20 :
Transportation equipment 5 ‘
Offics furniture, fixtures and equipment 3 :

The useful lives and depletion, depreciation and amortization methods are reviewed periodically :
to cosure that the periods and methods are consistent with the expected pattern of economic :
benefits from items of property and equipment.

When assets are retired or otherwise disposed of, the cost, related accumulated depletion,

depreciation and amortization, and auy allowsnce for impairment are removed from the accounts
mdmygamorlmmuhgﬁomﬂwndrsposabmaedmdmwcbmgedagamstmw%
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wmpcnsahmﬁomﬂmdpmﬂesmdauy%ﬂuﬂpncbaseorwm&uchmofmpla:m
asscty are scparate economic cvents and are accounted for separately.
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Investments in Associates
The Company’s investments in associates are accounted for vader the equity method of
accounting. An associate is an entity in which the Company has significant influence and

which is neither a subsidiary nor a joint venture.

Under the equity method, the investment in the associate is carried in the balance sheet at
cost plus post-acquisition changes in the Company’s share of net assets of the associate.
Goodwill relating to an associate is included in the carrying amount of the investment and is
not amortized. After application of the equily method, the Company determines whether it is
necessary to recognize any additional impairment loss with respect to the Company’s net
investment in the associates. The statement of income reflects the share of the results of
operations of the associates. Where there has been a change recognized directly in the equity
of the associate, the Company recognizes its share of any changes and discloses this, when
applicable, in the statement of changes in equity.

The reporting dates of the associates and the Company are identical and the associates’
accounting policies conform to those used by the Company for like transactions and events

in similar circumstances.

The following investments in associates are accounted for using the equity method:

Percentage of Ownership

2006 2005

PentaCapital Investments Corporation (PentaCapital) 40.00 40.00
PeataCapital Holdings, Inc. (Penta Holdings) . 13.76 13.76
' 5.08

EDSA Properties Holdings Inc. (EPHI) -

The Company has significant influence over the financial and operating policies of Penta
Holdings and EPH], and are thus, deemed as the Company’s associates.

Interest in Jointly Controfled Assets

Interest in jointly controlled assets is accounted for by recognizing in the financial statements the
Company’s share in the jointly controlled assets and included principally in the “Property and
equipment” and *Deferred oil exploration costs” accounts in the balance sheets and any liabilities
incurred jointly with the other ventirers as well as the related revenues and expenses of the joint
venture, The Company also recognizes the expenses which it has incurred in respect of its
interest in the joint venture and the related liabilities,

Deferred Oil Exploration Costs
The Company follows the ful} cost method of accounting for exploration costs ined on the
basis of cach SC/GSEC area. Under this method, all exploration costs relating to each e
amdefenedpmdmgdetslmmanonofwhether&econuactmcomnmsoﬂandgas SSedvpe (Y

facilities® shown\mdmthe“huputymdeqmpment”nmmnmthabalame !
commercial production. WhmthnSCJGSEC:spemanmﬁyabandomdortheCoggg . [
withdrawn fram the consortiom, the related deferred oil exploration costs are 8Cs [
and GSECs are considered permancatly sbandoned if the SCs and GSECs have gd anfier
there are no definite plans for forther exploration and/or development. > ad,
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Investment Properties

Investment properties are measured initially at cost, including transaction costs. The carrying
amount includes the cost of replacing part of an existing investment property at the time that cost
is incurred if the recognition criteria are met; and exclhudes the costs of day-to-day servicing of an
investment property. Following initial recognition, investment properties are carried at cost less
accumulated depreciation and sccumulated impairment in value.

Investment propertics are derecognized when either they have been disposed of or when the
investment property is permznently withdrawn from use and no future economic benefit is
expected from its disposal. Any gains or losses on the retirement or disposal of an investment
property are recognized in the statement of income in the year of retirement or disposal.

Transfers are made to investment property when, and only when, there is a change in use,
evidenced by ending of owner-occupation, commencement of an operating lease to another party
or ending of constructioa or development. Transfers are made from investment property when,
and only when, there is a change in use, evidenced by commencement of owner-occupation or
commencement of development with a view to sale.

Impairment of Nonfinancial Assets

The Company assesses at each reporting date whether there is an indication that an asset may be
impaired. If any such mdication exists, or when annual impairment testing for an asset is
required, the Company makes an estimate of the asset’s recoverable amount. An asset’s
recoverable amount is the higher of an asset’s or cash-generating unit’s fair value less costs to sell
and its value in use and is determined for en individual asset, unless the asset does pot generate
cash inflows that are largely independent of those from other assets or groups of assets. Where
the carrying amount of an asset exceeds its recoverable emount, the asset is considered impaired
and is written down to its recoverable amount. In assessing value in use, the estimated firture cash
flows are discounted to their present value using a pre-tax discount rate that reflects current
market assessments of the time value of money and the risks specific to the asset. Inpairment
losses of continuing operations are recognized in the statement of incoms in those expense

. categories consistent with the function of the impaired asset,

An assessment is made at each reporting date as to whether there is any indication that previously
recognized impairment losses may no longer exist or may have decreased. If such indication

exists, the recoverable amount is estimated. A previously recognized impairment loss is reversed
only if there has been a change in the estimates used to determine the asset’s recoverable amomnt
since the last impairment loss was recognized. If that is the case the carrying amount of the asset
is increased to its recoverable amount. That increased amount cannot exceed the carrying amount
that would have been determined, net of depletion and depreciation, had po impairment3oss

recognized for the asset in prior years. Snchmmsalsrwognnmdmmemmcm@ncf
unless the asset is carried at revatued amount, in which case the reversal is treated as ion
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remaining useful life. Es
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Revenne
Rovenue is recognized to the extent that it is probabls that the economic benefits will flow to the

Company and the revenue can be reliably measured. The following specific recognition criteria
must also be met before revemus s recognized:

Sale of goods
Revenue from petroleum operations is recognized as income at the time of production.

Rental income
Rental income is accounted for on a straight-line basis over the related lease terms.

Interest income
Interest is recognized as it accrues taking into account the effective yield on the asset.

Dividends
Dividend income is recognized when the right to receive the payment is established.

Borowing Costs

Borrowing costs generally are expensed as incurred. Borrowing costs are capitalized if they are
directly attributable to the acquisition or construction of a qualifying asset. Capitalization of
borrowing costs commences when the activities to prepare the asset are in progress and
expenditures and bormowing costs are being incurred. Borrowing costs are capitalized until the
assets are substantially ready for their intended use. If the carrying amount of the asset exceeds
its estimated recoverable amount, an impairment loss is recorded.

Pension Benefits

The Company has a defined benefit pension plan which requires contributions to be made to a
separately administered fund. The cost of providing benefits under the defiped benefit plan is
determined using the projected unit credit actuarial vatuation method. Actuarial gains and losses
are recognized as income or expense when the net cumulative unrecognized actuarial gains and
losses for each individual plan at the end of the previous reporting year exceeded 10% of the
higher of the defined benefit obligation and the fair value of plan assets at that date. These gains
or losses are recognized over the expected average remaining working lives of the employees

participating in the plsms.

The past service cost is recognized as an expense on a straight-line basis over the average period
unti] the benefits become vested. If the benefits are already vested immediately following the
introduction of, or changes to, a pension plan, past service cost is recognized immediately.

The defined benefit liability is the aggregate of the present value of the defined bencfitgbligation
and actuarial gains and losses not recognized reduced by past service cost not yet recofifizelg At
the fair vatue of plan assets out of which the obligations are to be scttled directly, i $554,

contributions to the plan.
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If the asset is measured at the aggregate of cumulative unrecognized net actuarial losses and past
service cost and the present value of any economic benefits availabls in the forns of refunds from
the plan or reducticns in the future coutributions to the plan, net actuarial losses of the current
period and past service cost of the current period are recognized immediately to the extent that
they exceed amy reduction in the present value of thoss ccopomic beaefits. If there is no change
or an increase in the present vatue of the economic benefits, the entire net actuarial losses of the
cusrent period and past service cost of the current period are recognized immediately. Similarly,
net actuarial gains of the current period after the deduction of past service cost of the corrent
period exceeding any increase in the present value of the economic benefits stated above are
recognized immediately if the asset is measured at the aggregate of cumulative unrecognized net
actuarial losses and past service cost and the present value of any economic benefits available in
the form of refonds from the plan or reductions in the futare contributions to the plan. If there is
no change or a decrease in the preseat value of the economic benefits, the entire net actuarial
gains of the current period after the deduction of past service cost of the current period are

recognized immediately.

Leases

The dstermination of whether an arrangement is, or contains a lease is based on the
substance of the arrangement and requires an assessment of whether the fulfillment of ths
arrangement is decpendent on the uso of a specific asset or assets and the arrangement
conveys a right to use the asset.

Company as a Lessor

Leases where the Company retains substantially all the risks and benefits of ownership of the
asset are classified as operating leases. Initial direct costs incurred in negotiating an
operating lease are added to the carrying amount of the leased asset and recognized over the

lease term on the same basis as rental income.

Income Taxes '
Current income tax "
Current income tax assets and liabilities for the current and prior periods are measured at the i

amount expected to be recovered from or paid to the tax authority. The tax rates and tax laws
used to compute the amount are those that are enacted or substantively enacted as of the

balaoce sheet date,

Deferred income tax
Deferred income tax is provided, using the balance sheet liability method, on afl temporary

differences af the balance sheet date between the tax bases of assets and liabilities ghd their
carrying amonnts for financial reporting purposes. : e

A
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The carrying amount of deferred income tax assets is reviewed at each balance sheet date and
reduced to the extent that it is no lenger probable that sufficient taxable profit will be available to
allow all or part of the deferred income tax asset to be utilized. Unrecognized deferred income
{ax assefs are reassessed at each balance sheet date and are recognized 10 the extent that it has
becoms probable that future taxable profit will allow the deferred income tax asset to be

recovered,

Deferred income tax assets and liabilities are measured at the tax rates that are expected to apply
to the period when the asset is realized or the liability is settled, based on teo rates (and tax
laws) that have been enacted or substantively enacted at the balance sheet date.

Income relating to items recognized directly in equity is recognized in the statement of changes in
equity and rot in the statcment of income.

Deferred income tax assets and deferred income tax liabilities are offset, if a legally enforceable
right exists to set off current tax assets against current tax liabilities and the deferred taxes relate
to the same taxable entity and the same taxation authority,

Provisions

Provisions are recognized when: (a) the Company has a present obligation (legal or constructive)
as a result of a past event; (b) it is probable that an outflow of resources embodying economic
benefits will be required to settle the obligation; and (c) a reliable estimate can be mado of the
amount of the obligation. If the effect of the time value of money is material, provisions are
determined by discounting the expected future cash flows at a pre-tax rate that reflects current
market assessipents of the time value of money and, where appropriate, the risks specific to the
liability. Where discounting is used, the increase in tho provision due to the passage of time is
recognized as interest expense.

Contingencies

Contingent liabilities are not recognized in the financial statements. These are disclosed unless
the possibility of an outflow of resources embodying economic benefits is remote. Contingent
assets are pot recognized in the financial statements but disclosed when an inflow of economic
benefits is probable.

Eamings (Loss) Per Common Share

Basic eamings (loss) per common share are computed by dividing net income (loss) for the year
by the weighted average gumber of cornmon shares issued and outstanding dwring the year, after
retroactive adjustments for any stock dividends deciared.

Events After the Balauce Sheet Date :3M S
Post year-end events that provide additional information about the Company”s poglﬁpgﬁf@
balance sheet date (adjusting events) are reflected in the financial statements. Polt freas-emb>

events that are not adjusting events are disclosed in the notes to financia! stateméhfs When™>
m’. ‘q::;_?:' fud -@
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4. Significant Judgments and Estimates

The Company’s financial statements prepared in accordance with PFRS require management to
make estimates and assumptions that affect amounts reported in the financia) statements and
related notes. The estimates and assumptions used in the financial statements are based upan
management’s evaluation of relevant facts and circumstances as of the date of the Company’s
financial statements. Actual results could differ from such estimates.

Judgments
Determining Functional Currency
Based on the economic substance of the wnderlying circumstances relevant to the Company, the

functional currency of the Company has beea determined to be the Philippine peso. The
Philippine peso is the currency of the primary economic environment in which the Company

operates.

Operating Lease Commitments - Company as Lessor

The Company has entered into commercial property leases on its investment property portfolio.
The Company has determined that it retains all the significant risks and rewards of ownership of
these properties and bas classified the leases as operating leases. -

Estimates

Estimating Allowances for Doubtful Accounts

The Company evaluates specific acconnts where the Company has information that certain
debtors are unable to meet their financial obligations. Factors such as the Company’s length of
relationship with the debtors and the debtors’ current credit status are considered to determipe the
amount of reserves that will be recorded in the receivables account. These reserves are
re-evaloated and edjusted as additional information becomes available. Allowance for doubtful
accounts in 2006 and 2005 amounted to £12.7 million and $9.3 million, respectively.

Receivables and advances to related companies, net of allowance for doubtful accounts, amounted
to about P113.5 million and about £166.2 million as of December 31, 2006 and 2005 respectively

(see Notes 6 and 18).

Estimating Reserves
Proven reserves are estimated by reference to available reservoir and well information, including

production and pressure trends for producing reservoirs and, in some cases, subject to definitional
limits, to similar data from other producing reservoirs. Proven reserves estimates are attributed to
future development projects only where there is a significant commitment to project finding and
execution and for which applicable governmentz| and regulatory approvals have been secured or
are reasonably certain to be secured. All proven reserve estimates are subject to revision, either

o~

upward or downward, based on pew information, such as from development drilling and S
=y

woductmactvMorﬁomchmgmmnomcfacbm,mchﬁmgpm:hmmmwm&

terms or development plans. wgi’
Bsmmsofmformdsvelopedmpmﬁﬂbdewlopedﬁeldsmsubjmmyumé'u
mteartainty over their foture life than estimates of reseaves for ficlds that are

developed and depleted. As a field goes into production, the amouat of proven
subject to fixture revision once additional information becomes available. As those

forther developed, new information may lead to revisions,
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As of December 31, 2006 and 2005, the net book value of wells, platforms and other facilities
amounted to #270.1 million and #294.6 million, respectively (sec Nate 8).

Deferred Income Tax Assets
The Company reviews deferred tax assets at each balance sheet date and recognizes these to the

cxtent that it is probable that sufficient taxable profit will be available to alfow all or past of the
deferred tax assets to be utilized. No deferred tax assets were recognized in 2006 and 2005.
Deferred income tax assets amounting to #42.6 million and 260.9 million in 2006 and 2005,
respectively, have not been recognized since management believes that the carryforward benefit
would not be realized prior to its expiration (s¢e Note 23).

Pension and Other Retirement Benefits

The determination of the Company’s obligation and cost for pension benefits is dependent on
their selection of certain assumptions used by actvaries in calculating such amounts. The
assumed discount rates were determined using the market yields on Philippine government bonds
with terms consistent with the expected employes benefit payout as of balance sheet dates. The
overall expected rate of return on assets is determined based on the market prices prevailing on
that date, applicable to the period over which the obligation is ta be settled. In accordance with
PAS 19, Employze Benefits, actual results that differ from the Company’s assumptions are
accumulated and amortized over future periods and therefore, generally affect the Company’s
recognized expense and recorded obligation in such future periods. While management believes
that its assumptions are reasonable and appropriate, significant differences in actual experience or
significant changes in the assurnptions may materially affect the Company’s pension and other
retirement obligations. Pension expenss amounted to #1.4 million in 2006, #1.3 million in 2005
and P0.8 million in 2004. Pension liability amounted to B1.0 million and £0.7 million as of

December 31, 2006 and 2005, respectively (see Note 22).

Estimating Useful Lives of Property and Equipment

The Company estimates the useful lives of property and equipment based on the period over
which assets are expected to be available for use, The estimated useful lives of property and
equipment are reviewed periodically and are updated if expectations differ from previous
estimates due to physical wear and tear, technical or commercial obsolescence and legal or other
limits on the use of the assets. In addition, the estimation of the useful lives ofproperty and
equipment is based on collective assessment of internal technical evaluation and experience with
similar essets, It is possible, however, that futare results of operations could be materially
affected by changes in estimates brought about by changes in the factors and circumstances
mentioned above. As of December 31, 2006 and 2005, the net book value of property and
cquipment amounted to P281.3 million and #296.4 millicn, respectively (see Note 8).

Impairment of AF'S Investments S
An impairment issue arises with respect to AFS investments when there is objective efidedEe oY
impairment, which favolves significant judgment. In applying this judgment, the Cofiina

evaluates the financial health of the issuer, among others. In the case of AFS equity jndtregpef
theCompanywcpandsmmnlysmwwnmdachmgmmtthsmdusuymds@@

performance, legalandmgulabryﬁnmcwork.chmgesmtachnohgandotherﬁimﬂ'ﬁ@
the recoverability of the Company’s investments. Fan'valncofAFvaesunentsamountedtﬂ" R
P128.1 million and $84.6 million as of December 31, 2006 and 2005, respectively®Nos ! ar
impairment losses were recognized in both 2006 and 2005 (sco Not 10). SQ, ‘
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Impairment of Property and Equipment, Investments in Associates and Deferred Oil Exploration
Casts

Philippine generally accepted accounting principles requires that au impairment review be
performed when certain impairment indicators are present. Determining the value of property and
equipment, investmeats and deferred oil exploration costs, which require the determination of
future cash flows expected to be generated from the continued use and ultimate disposition of
such assets, requires the Company to make estimates and assumptions that can materially affect
its financial statements. Future events could cause the Company to conclude that these assets are
impaired. Any resulting impairment loss could have a material adverse impact on the financial
condition and results of operations. As of December 31, 2006, the book and carrying values of
property and equipment, investments in associates and deferred oil exploration costs amounted to
£281.3 million, #2033 million and £807.2 million, respectively. As of December 31, 2005, the
book and canrying values of property and equipment, investments in associates and deferred oil
exploration costs amounted to $296.4 million, #929.4 million and £305.2 million, respectively.
Impairment losses recognized on deferred oil exploration costs amounted to P—, #4.6 million and
$37.5 million in 2006, 2005 and 2004, respectively (see Nots 11).

5. Cash and Cash Equivalents

. 2006 - 2005
Cash #5,239,364 P1,671,837
Short-term investments - 7,020,516

85,239,364 Bg,692,353

Cash with banks eam interest at the respective bank deposit rates. Short-term investments are
mads for varying periods up to three months depending on the immediate cash requirements of
the Company, and cam interest at the respective short-tenm investment rates.

6. Reccivables

2006 2005
Accrued interest receivables (see Note 18) B50,676,240 £65,715,295
Accounts with contract operator (see Note 7) 23,726,923 26,291,799
Dividends receivable 2,250,000 2,250,000
Advances to officers and employees 1,849,050 462,029
Accounts with pariners (see Note 7) 1,842,599 5,521,526
Others 5,370,650 3,449,056

85,715,462

Less allowance for donbtful accounts 7,105,839

#78,609,623




-25-

Accounts with partners represent the Company’s share in the explaration, developmeat and
production expenditures in the SCs and GSECs mentioned in Note 2 advanced by the Company,
net of cash contributions.

Dividends receivable represents the Conpany’s share in the dividends declared by Penta
Holdings.

. Interestin Jointly Controlled Assets

The Compeany's interest in the jointly controlled assets in the various SCs and GSECs and any
liabilities mcurred jointly with the other venturers, as well as the related revenues and expenses of
the venture, which are included in the fmancial statements, are as follows:

, 2006 2005
Current assets:
Receivables $22,141,962 B31,813 325
Noncurrent assets:
Property and equipment - net
Wells, platform and other facilities 562,631,804 586,490,002
Less accumulated depletion, depreciation
and amortization 292,484,613)  (291,906,557)
270,147,191 294,583,445
Deferred oil exploration costs 807,168,493 805,248,819
) 1,077,315,684  1,099,832,264
®1,099,457,646 P1,131,645,589
Current liabilities:
Trade and other payables P15304200  P56,893,776
Revenues;
Share in petroleum operations P147,043,008 P78,738,794
Foreipn exchange gains (losses) - net 945,540 (698,551)
147,988,548 78,040,243
Share in cost and expenses:
Cost of petroleum operations
Production costs $9,132,887 51,459,342
Depletion : 578,056 562,
. : 89,710,943
P58,277,605

LG




8. Property and Equipment

2006
Wells, Platforms
=nd Ovber Facilitics
SC 14 Eck C, Offics
D, Tara, Libro, Condrahukog Otfice furnitare,
Galoe, Verds  SC 14 Block A, Toitsasd  Tracapertation fixtrres and
sdDepwaty  BmdB-1 Inprovooets  equipmest equipment Totd
Cost:
Balances ot beghming of
your PSS PIRRMATYY PIO,T74458 16,035,308 FIOETRITS RSB ITI. M7
Addifter - - - 10377,1% 367 10,913,525
Writoefl (B3458,133) - - - - (55, 19%)
Dispersty - - - AST
Batances st end of yeuy 13607008 AT 10, 774451 10377.19% J0AT7,508 534,510,965
Actaryoiated
Gepreciadon and
soostimtisn
Batances st begiening
of yor 1278550 mansis ssxa.m8 6,035,308 9526823 I 55T N8
Depletion, depreciation and
amertiztion experme
for the year - STROSE o873 &55,567 355,113 2137559
Diponb = = {gmason (000  (CSON¥)
Batioees st end of pear ALISER polsasT 10Tl 655,567 9704535 31%165,756
Nt bock vaoe z pETID  wnenms | Mg FsLg
. 2005
Wictls, Platfocms and Otter Pacifitiey
SC i4 Block C, Offien
D, Thrg, Libyo, Consdamivtors Office fixnitom,
Gulog, Vendoa  SC 14 Block A, Unis lw.l 'h'm fxtrres and
indDecpwtey  BudB-] B _Squipteot equipment Toal |
Blhwuib:ﬁllﬁwﬂfyw PIMASL3YY IR P14,009.412 P6.A52,131 P10,066,660 £614,335,399
Additions 3,081.824 - - man 789,508 4,635,509
Rechysification to mvestment
propenty - - (23496} - - {1234,961)
Digouzh _ = - -
Balances ot eod of year 297,545 288 4. 199 10,774.461 §M5308 10,578,176 511,977,547
Acarmnkited depletion,
Seprectation and
amextizztion
Balascey ot begioning
of pear . 12,285,641 T IR254 11,297,351 6,432,131 9,915,979 317,88,35%
Depletion, depreciation and .
smostization cxpense
for e yeur - 23885662 TO0AT1 1,203,117 128,243 4,421,153
Rechxification to investmeny .
ropesty - - 2.509,004) - - (2,509,004
Disperals = = = {1,600,000) (78,000) _ (1,773,000)
_Batwsees ot cod of year 541 0y, 3 9, 2 ) 3
Nerbork et PIIRS W | esso T

areas still for further elo;;mmtmomhngtoabomm 1 million in 2005.
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9. Investments in Associates
The details of investments in associates carried under the equity method follow:

2006 2005

Acquisition cost:

PentaCapital P158,648,939  B158,648,939

Penta Holdings 30,000,000 30,000,000

EPHI - 285,559,241

A 188,648,939 474,208,180
Accumulated equity in net carnings:

Balance at beginning of year 160,329,324 131,327,592

Equity in net camnings for the year 5,796,937 38,282,287

Accumulated equity on dispesed EPHI shares (151,438,128) -

Dividends recejved — (9,280,555)

Balance at end of yeay 14,688,133 160,329,324
Share in EFHI’s revaluation increment on lapd

and land improvements:

Balance at beginning of year 294,860,608 294,860,608

Disposal of EPHI shares (294,860,608) -

Balance at end of year ' . — 294,860,608

P203,337,072_ $929,398,112

Following are the summarized financia) infopmation of EPHI, PentaCapital and Penta Holdings
(in thousands):

2006 2005
Penta Pentn Penta Penta
EFfll Capital Holdings EFrHI Capital Holdings

Revenoes P1,587373 Fa2,487 19208 B1,669,145 73,171 POOS5
Incame before

other income

{cxpenses) 474,036 2,989 5,129 528,94 17,092 i7
Net incoms 638,617 15295 2113 744,770 14,616 (18,078)
Total assets 21,295,963 528,517 351,834 19443815 530,422 352357
Investrocats end

advimoes 15,008,676 382,300 274,225 16,893,954 363,733 226,049
Property and

cquipment 39,246 39,333 - 49270 45,158 -
Total Babilities 6,598,683 50479 77 5218391 58,893

llh

u‘a’

EPHI
EPHI was incorporated and registered with the SEC on October 21, 1987 to acquire, owni® Q\)

devehp,subdmds,se&mﬁgga,ucbmge,lwsemhoﬂfwmmmwﬁmmofaﬂ

EPHI’swvmnecoMpmnmlyoﬁtsmmlmwmﬁomlhelmsoofmmpauw. uﬂ, ¢\,
In June and July 2006, iavestmeats in EPHI were sold through the local stock gt "
(1.00) peso per share, It resulted to 2 Joss on disposal of shares of $195.6 million. .. ‘;,,

re
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PentaCapita]

PentaCapital is a domestic investment house incorporated and registered with the SEC on
September 8, 1993. PeataCapital offers comprehensive financial products and investment
alternatives to clients; sponsors and fecilitates capital formation from both domestic and foreign
sources for the creation, expansion and modernization of commercial, industrial and agricultural
enterprises; provides financial, technical, managerial and administrative assistance in the
acquisition of ownership over investments, shares and securities; and engages in general financial
and securities brokerage/dealership. PentaCapital’s income consists mainty of syndication,
consuftancy and professional fees.

In 2006, the report of independent auditors on PentaCapitzl’s financial statements were qualified
dus to the following:

a Determination of the amount of retirement expense and its required disclosores were not
ascertained due to the absence of an actuarial valuation;

b. Accrual for accumulated vacation and sick leave credits was not booked which would have
resulted to the decrease in net income of P285,523 in 2006;

¢. Nonimpairment testing of investment in associates, loans and receivables;

d. Inability of PentaCapital to account for the beginning balances and goodwill of its investment
in subsidiaries using the equity method;

¢. Inability of PentaCapital to account for the increase in other sssets and retained earnings
amounting to #5,589,306;

£ Adjustment in 2006 for the effects of the adoption of PAS 40, Investmera Property, by a
credit to current operations of 17,569,576, net of deferred income tax and depreciation from

January 1, 2004; and .

g Accumulated net foreign exchange losses pertaining to prior years were charged to current
operations. Net income would have been decreased by £876,761 in 2006.

In 2005 and 2004, the reports of other auditors on PentaCapital’s financial statements were
qualified due to the following:

a Nonrecognition of the assumption of past due receivables from a certain customer of
PentzCapital Finance Corporation, a subsidiary, amounting to £1.0 million in 2005 and
P2.5 million in 2004;

b. Nonrecognition 6fprovision for probable losses on past due loan to a certain entity agad
to R0.6 million and ¥2.2 million, net of possible collection, in 2005 and 2004, respecH

c. ngniﬁonofmmgmnmt&ewhmwshismceivedmthnﬂ:mwhenemed = ::..-:.;“-:

overstatement of income recogaized by P1.6 million ia 2005 and $2.3 million in 26047
L.~,3 %
w7,

d. Direct charge to retained eamings of current year expenses amounting to £9.4
2005; and

———— -t *
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¢. Nonimpairment festing of goodwill acquired in a business combination amounting to
£10.5 million as of December 31, 2005 and 2004.

The net effect of the above matters would have decreased PentaCapital’s net income by

#21.7 million in 2006 and B7.5 million in 2005, net of tax effect, had PentaCapital followed
PFRS. For purposes of applying the equity method of accounting, the Company adjusted the
financial statements of PentaCapital to conform with generally accepted accounting principles.
The adjustment decreased the Company’s net income by #8.7 million and 3.0 million in 2006
acd 2005, respectively, and increased net loss by $6.8 millien in 2004.

The adjustments on PentaCapital’s accumulated equity in net eamings and correspondingly on the
Company’s investment and equity in the net earnings of PentaCapital have no effect on the
taxable income of current and prior years.

Penta Holdings .
Peata Holdimgs was incorporated on June 26, 1996 primarily to engage in various real estate,

financial end securities transactions. Penta Holdings’ revenues consist mainly of interest income
from short-term investments.

Updistriburted Eamiges of Associ
The undistributed earnings of associates included in the Company’s retained eamings amounting
to B14.7 million in 2006 and P1603 million in 2005, based on their financial statements, are not
currently available for distribution as dividends enless declared by the associates.

10. Available-For-Sale Investments

The details of available-for-sale investments in 2006 are as follows:

D T R

Cost Fair Value
Atlas Consolidated Mining and
Development Corporation P101,061,306 $30,295,942
APHC-A 49,095,645 55,858,880
United Paragon Mining Corporaticn
(UPMC) - A 12,803,152 5,452,970
Vulcan Industrial & Mining
Corporation (VIMC) - A 12,115,952 13,153,694
Fil-Estate Land, Inc. 10,423,888 3,319,552
Camp John Hay Golf Club Inc. 10,200,007 5,100,000
South China Resources, Inc. 2,775,235 2,156,848
Others 12,473,961 12,803808 -
$210,949,146 9128,14% £
TIRT N - v
i o S
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The details of available-for-sale investments in 2005 are as follows:

Cost Fair Valus

Atlas Consolidated Mining and

Development Corporation £101,061,306 P18,115,099
APHC-A 49,095,645 42,392,900
Vulcan Industrial & Mining

Corporation (VIMC) - A 16,061,971 4,110,314
United Paragen Mining Corporation

(UPMC)-A 12,803,152 1,893,393
Fil-Estate Land, Inc. 10,423,388 2,489,664
Camp John Hay Golf Club Inc. 10,200,007 2,805,000
South China Resources, Inc, 2,775,235 1,334,195
Others 11,871,105 11,414,714

214,292,309 £84,555,27%

Unrealized valuation gains on AFS investments recognized in equity amounted to #46.9 million
and P28.7 million in 2006 and 2005, respectively. Gain realized from the sale of AFS
mvestments amounted to £0.7 million in 2006.

it.

Deferred Oil Exploration Costs

The balance of deferred oil exploretion costs inchudes capitalized interest costs amounting to
B3.3 million in 2005.

The full recovery of the deferred oil exploration costs incurred in connection with the Company’s
participation in the acquisition, exploration of petroleum concessions is dependent upon the
discovery of oil and gas in commercial quantities from the respective petroleum concessions and
the spccess of the future development thereof.

As discussed in Note 2, the Company no longer sees any technical justification to participate in
any exploration activity in SW Palawan block. In view of this, the Company made a provision for
probable losses on the exploration activity in the area amounting to 4.6 million in 2005.

In 2004, the Company provided for probable losses on the deferred oil exploration costs related to
GSEC 75 amounting to F37.5 million.

12,

Investment Properties
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13.

Loans Payable

Loans payable pertains to the Company’s loan with Rizal Commercial Banking Corporation
(RCBC) with a balance amouming to #21,4 million and #28.2 millicn as of December 31, 2006
and 2005, respectively. In 2006, the loans with RCBC were redenominated from US Dollars to
Philippine pesos which resulted to a gain recognized by the Company amounting to £1.0 million.
On February 15, 2007, the Company fully settled its loans payable with RCBC.

Interest on the RCBC loan is computed based on prevailing bank rate at 11% i 2006 and 2005.

14.

Trade and Other Payables
2006 2005
Trade (sce Nots 7) 14,204,857 P55,568,649
Accrued interest
(see Notes 13, 15 and 18) 14,913,802 47,576,669
Accounts with partners (see Note 7) - 12,911,786
Others 1,877,677 2,128,633

#30996,336 P118,185,737

Accounts with partners represent the Company’s share in the exploration, development and
production expenditures in the SCs and GSECs mentioned in Note 2, advanced for the Company

by otker partners, net of cash payments.

15.

Long-term Debt
2006 2005
Metropolitan Bank and Trust Co. (MBTC) PB55,724,515 B59,987,965
PentaCapital (see Note 18) 25,000,000 25,000,000

80,724,515 84,987 965

On December 27, 2002, the Company and MBTC entered into an agreement to refinance the
maturing short-term loan of December 26, 2002 amounting to R60.0 million. As approved by
MBTC’s Executive Committes, the short-term loan was converted into a five-year loan, inchisive
of a six-month grace period on principal repayments. The principal will bo paid in cighteen equal
quarterly installments of 3.3 million commencing at the end of the 9th month from the
drawdown date, Themmloanmfnﬂysecmudbycmnpmpcmsofarelamdwmp@x_

paymentpenamwond:eloan. In 2003, ﬂreCompanywasmblampayﬂ:etwop:ms

instaliments due on Scptember 26, 2003 and December 26, 2003mnountmgtoi‘66m51h
hag difficulty paying interests accruing on the principat ioan balance. Accordmgly
amount of the loan was classified as current.

BB
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On November 22, 2006, MBTC agreed to amend the terms and conditions of the Company”s
outstanding obligation. Bascd on the amended terms of the loan, interest rate shall be reduced
from 12.5% to 10% for remaining term of the loan. In addition, the MBTC and the Company
agreed that the Company shall pay a monthly principal amortization of B1.0 million from
November 2006 to November 2007 and make a balloon payment of 844.7 millicn at the end of the
term, December 26, 2007

In December 2004, the Company entered into an agreement with PentaCapital to obtain a loan
amounting to £85.0 million which was subsequently reduced to B50.0 million. The total loan
drawn is payable on or before January 15, 2006 and bears interest of 15% per annum for the first
drawdown and is subject to monthly repricing beginning February 15, 2005, On January 15,
2006, the Company and PentaCapital renewed the loan for one year to mature on Japuary 15,
2007. The foan is secured by a pledge of the shares of stock of PentaCapital and Penta Holdings
owned by the Company. As of December 31, 2006, the Company had drawn P25.0 million from
this facility. Subsequently, on January 15, 2007, the Company and PentaCapital agreed to
re-extend the loan for onc year maturing on January 10, 2008.

16.

Equity
Details of the Company’s capital stock are as follows:
2006 2005
Number of Number of
Shares . Amoupt Sheres Amount
Common 155,000,000,000°  $1,550,000,000 - f 2
Closs A - - 930,000,000 930,000,000
Class B 4 - 620,000,000 620,000,000

155,000,000,000  P1,550,000,000  1,550,000,000  P1,550,000,000

On March 22, 2006, the BOD amended its Articles of Incorporation to declassify its shares of
stock and to change the par vatue of the Company’s shares of stock from £1.00 per share to
P0.01 per share which was granted by SEC on November 29, 2006. Prior to the amendment, the
Company had two classes of shares that enjoy the same rights and privileges except that Class A
shares shall be issued solely to Philippine nationals while Class B shares may be issued to either
Philippine or foreign nationals. The Company’s capital stock’s most recent registration with the
Philippine Stock Exchange was on January 27, 1994. The Company has a total of 10,587
shareholders in 2006 and 10,933 shareholders in 2005.

P e o T P
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The details and changes in the Company’s issued and subscribed shares follow:

2006 2003
Number Nuomber
of Shares _Amonnt of Sheres Amount
Issoed:
Comimon
Declassificetion of shares  148,207,337,900 R1LASLOTAITS - -
Issumnee of shares 4,555,948 200 45,559,482 - -
Balmces et cndof year 152,763,286,100 1,527,632.861 - et
Commoen Class A
Balznoes ot beginning of
year 881.934,428 882,934,428 £32,927,891 882,927,891
Declessification of shares (882,934,428) (882,934,428} - -
Isspance of shares - - 6,537 6,537
Balsuces at cnd of year - - 882,934,428 882,934,428
Common Class B
Baimnces 2t begiming of
year 599,138,951 599,138,951 599, 138.95 1 499, 138,95 1
Dedassification of sharcs (59&138,951) (599,138,951)
Bahmces at end of year - 599, 138,951 599, 138,951
151,163}8@00 P1,527,632,861 lﬂ&ﬂ‘ﬂgﬁ n&mgm
2006 2005
Nonber Number
: of Shares Amonnt of Shares Amount
Subscribed:
Common
Declassification of sharcs £,287,063,700 PS2,570637 - |
Issitance of shares (4,555,948, 200) {45,559482) = =
Balmces at end of year 731,115,500 7311155 - =
Common Class A
Balance at beginning of
year L3278 363175 35639812 35,639,812
Declassification of shares G5613.275)  (5533275) - -
Issusmee of shares - - (5537 6,337
Balance at end of year - - 35,633,273 35,633,275
Common Class B
Balances st beginning of

yesr 17,237,363 1723736 17,237,362 17,017,362
__Declassificationofshares  (17237,362) _ (17,237,362) = =
Balaptes ot end of year - - 1123738 - 17,237,362
T3L115,500 ?7311,155 52,870,637 P52,870,637

In May 2006, the Company and VIMC entered into a deed of absolute assignment whege
assigned and transferred 40,712,557 of the Company’s shares owned by VIMC back3o:the
Company by way of dacion en pago in settiement of the VIMC's obligation to the
amounting to 140,712,557,

In the same yesr, tthompanysoldﬂxeshamrecewedﬁomVMCﬂmughnstock

about B42.3 million. nemofmcp:ocwdsomﬂweostofﬂwwdshmwamo }mg

PlGnnlhonwaswcogumdaSpudmcapmlﬁumsaleomeyMpaxtofeqmy é-:
q

e
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17. Income (Loss) Per Share

2006 2005 2004
Net income (loss) @175,766,114) 12,744,795  (#308,281,512)
Weighted average number of
issued and subscribed shares  153,494/401,600  1,534,944,016  1,534,944,016
Income (loss) per shars (#®0.0011) £0.0018 (#0.2008)

There are no potential common stock issued during the years ended December 31, 2006, 2005 and
2004thntoou.ldhaveadﬂuﬁveeﬂ'ectonthemcome(loss)pershmcomptmﬁon

18. Related Party Disclosures

The Company, in the normal course of business, has transactions with related parties (companies

with common shareholders) which principally consist of loans and cash advances. Interest .
income related to receivables fram related parties amounted to B4.2 million in 2006, BS.1 million '
in 2005 and P3.0 million in 2004, Interest income related to receivables from sharcholders
amounted to £1.3 million in 2006, #4.4 million in 2005 and 2004. Interest expense related to
advances from shareholders amounted to #3.0 mitlion in 2006, 2005 and 2004. Interest expense
related to loans from essociates amounted to £3.5 million in 2006, £6.3 million in 2005 and

£9.1 million in 2004, Interest expense related to Joans from related parties amounted to

P11.4 million in 2006, P28.3 million in 2005 end B2.5 million in 2004.

P

a. Amounts due from related parties are summarized as follows:
Advances to Related Companies  Accrued Interest Receivables

- Relationship 2006 2005 2006 2005 -
UPMC Under commmon :
. control  E27.66946) B26677,076 $29,256,449  R25,760217
VIMC Shareholder 1,397,559 24,179,106 1,575,077 18,176,672 i
Fil-Encrgy Corperation Under common '
control 4,753,762 14,251,893 16,166,435 15,100,125

Ocean Composite Yacht, Inc. Under common
cbutrol 4,500,000 4,500,000 2955344 2,955,344

(ocYn
Pecific Rim Export Holdings,  Under common

R e e e e w5t e sy

Corp. (Primex) control 1,114,118 1,114,118 722,935 722,935
Others . 1,031,278 1,072.359 - -
DA66180 71,794,552  S50,676240 65715295
Less allowance for doubtful
accounts 5,614,118 5,614,118 3678279 3,678,279
434 1 037,016
Management believes that the full amount of receivables fiom OCY and Prme s 1o ool "'3:-
collectible. AocorﬁmglythnCOmpanyﬁﬂlypmdedformwtnlmrmblmﬁ'om ~ ds

Primex in 2002.
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b. Amounts due to related companics are summarized as follows:

Advences fiom
- Long-teym Debt Related Companics
Relntionship 2006 2005 2006 2005
> ital Associate  R25,000,000 25,000,000 - o
Euronote Profits Ltd. Under commen
coatrol - - 25,740,750 218,085,589
APHC Under common
control - - 6,619,275 4,150,620
Alskor Corporation Sharcholder - - 43,199 43,199
Naeticnal Bookstore, Iot. Shareholder - - - 32221956
Shareholders and others - - 3,054,250 3,054,250

25000000 B25000000 ©3ISASTAT4 257,595,614

Loans and advances from related companies bear interest at 12% . 21% per annum,

The compensation of key management personnet of the Company follows:

2006 2005
Short-term employce benefits P5,109,053 89,595,510
Post-employment benefits 13,360,580 10,859,550
. $18,469,633 P20,455,060
19. Share in Costs and Operating Expenses
2006 2005 2004
Petroleum operations (see Note 2) P85,735453 P39,190,852 P25,839,824
Personne] (see Note 21) 3397434 - 8,952,083 555,707
Outside services - 3,316,407 -
Depletion and depreciation and
amortization (see Note 8) 578,056 2,388,662 1,639,111
£89,710,943 P53,848,004 $23,034,642
20. General and Administrative Expenses
2006 2005 2004
Personnel (see Note 21) $9,792,786  B9,325,981 6,799,536
Outside services 3,458,656 2,824,104
Provision for doubtful accounts 3,427,560 -
Transportation and travel 2,424,009 1,171,731
Dues and subscriptions 1,943,983 1,758,587
Repairs and maintenance 1,825,623 190,711
Utilities 1,819,837 1,598,697
(Forward)
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2006 2005 2004
Depletion and depreciation and
amortization (sco Note 8) B1L,713251  P2,032451  B1,874,957
Entertainment, amusement and recreation 931,949 829,091 60,072
Texes and licenses 823,608 854,629 423,262
Supplies 358,522 1,020,562 122,264
Insurance 212,916 123,305 169,621
Advertising 32,499 43225 57,480
Others 1,112,366 1,280,712 1,180,276
B29.875565 123,053,826 P14,932,953
21. Personnel Expenses
2006 2005 2004
Salaries and wages P10,066,479 R15,114,957  B5,120,929
Employees’ benefits (Note 22) 2,785,384 2,855,800 1,948,748
Social expenses 338,357 307,307 285,565
P13,190.220 P18278,064  B7.355242
22. Peosion Plan

The Company has 3 defined benefit pension plan covering substantially all of its employees,
which require contributions to be made to separately administered funds.

The following tables summarize the components of net pension expense recognized in the

statements of income, the funded status and amounts recognized in the balance shests for the plan.

Net pension expense

2006 2005 2004
Current service cost $651,026 B571,075 £500,943
Interest cost on benefit obligation 1,615256 1,809,839 1,541,962
Expected return on plan assets (882,961) (1,085,075) (1,014,292)
Unrecognized plan assets due to ceiling - - (272.945)
Net pension expense P1.383,321  P1,295,839 755,668
Actual retum on plan assets B1,495347  B1,244 357

. ———" 4 B e g B 5
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Pension liability
2006 2005
Defined benefit obligation 28,129,500 11,537,548
Fair value of plan assets 13,532.362 11,037,015
14,597,138 500,533
Unrecognized actuarial gains (Josses) ~ (13,554,002) 159282
11,043,136 P£659,815
Changes in the present value of the defined benefit obligation are as follows:
2006 2005
Opening defined benefit obligation $11,537,548 $12,927,419
Actuarial loss due to:
Change in assumptions 12,124,848 -
Expericnce adjustments 2,200,822 -
Interest cost 1,615,256 1,809,839
Current service cost 651,026 571,075
Begefits paid - (3,770,785
Closing defined bensfit obligation $28,129,500 £11,537,548
Actuarial loss due to expericnce adjustments in 2006 amounted to ¥2.2 million.
Changes in the fair value of plan assets are as follows:
2006 2005
Opening fair value of assets £11,037,015 P13,563,443
Actual contributions 1,000,000 -
Expected retum 882,961 1,085,075
Actuaria] gains 612,386 159,282
Benefits paid - (3,770,785)
Closing fair value of plan assets £13,532,362 P11,037,015

The Company expects to contribute B1.6 million to its defined benefit pension plan in 2007.

The major categories of plan assets as a percentage of the fair value of total plan assets are as

follows:
2006
Deposits in banks %
Fixed income securities 98%
QOthers 2%
Total 100%




-38-

‘l‘hcprincipalassumpﬁommedindetuminingpumionliabﬂityfortheCompany’sphnsasof
January I are shown below:

2006 2005
Discount rate 14% 14%
Irvestment yield 8% 8%
Salary increase 10% 10%

AsofDecembu3l,2006,ﬂ:eCompanyusedadiscolmtrateof7%.

Theovaaﬂcwecmdm@ofmeassctskMdbamdou&eWpﬁwpmﬂhg
onthatdate,applicsbletothepeziodoverwhichﬂ:eobligaﬁoniswbeseﬁled.

23. Income Taxes

The provision for income tax consists of:

2006 2005 ] 2004
MCIT ‘ #1,302,294 B750,895 £400,649
Fina) taxes on stock transactions 1,290,270 - -
Final taxes on interest income 53,521 13,512 1,417

2,646,085 P764,407 402,066

A reconciliation of income tax expense applicable to income (loss) before income tax at the
statutory income tax rate to the provision for income tax follows:

2006 2005

Income tux at statutory rate (#60,592,010) P1,140,491
Add (deduct) tax effects of:

ImondisposnlofEPHIshm(seeNote 9) 68,201,000 -

Expired net operating loss carryover (NOLCO)

and MCIT 20,741,458 11,373,820

Unrecognized deferred income tax assets (18,327,963) 7,018,757

Equity in net eamnings of associates (2,028,928) (12,441,743)

Dividend income not subject to income tax (6,825) (341

Change in tax rate - {5,079,437)

Others (5340,647) (1,247,140)

P2,646,085 PF764,407
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Deferred income tax assets on the following items have not been recognized as management
believes that it is more likely that these will not be recovered through future operations:

. 2006 2005
NOLCO $20,603,167  P41,248,755
Provision for probable losses 14,729,866 14,729,366
Allowance for doubtfu] accounts 4,451,985 3,252,339
MCIT 2,453,838 1,247,414

Pension liability 365,098 453,543
. R42600,954  P60,931.917

As of December 31, 2005, NOLCO and MCIT that cen be claimed as deduction from futare
taxable income or used as deduction against future income tax liabilities, respectively, follows:

Year incurred Expiry dats NOLCO ___McIT
2004 2007 26,107,225 F400,649
2005 2008 32,758,966 750,895
2006 2009 - 1,302,294

$58,866,191 72,453,838

The movenents in NOLCO and MCIT follow:

NOLCO 2006 2005
Begimning balance P117,853,585 119,132,925
Additions - 32 758,966
Application (15,808,073)

Expirations (43,179,321) (34,03 038,306)
Ending balance - P58,866,191  P117,853,585
MCIT 2006 2005
Beginning balance £1,247,414 £807,890
Additions 1,302,294 750,895
Expiration (95,870) (311,371)
Ending balance $2,453,838 P1,247,414

Republic Act (RA) No. 9337 was enacted into law effective November 1, 2005 amending various
provisions in the existing 1997 National Internal Revenue Code of the Philippines (NIRCP).
Among others, the reforms introduced by the said RA are as follows:

R
-
.'

. Inmscmthecorporatemcomemmﬁ-omn%toﬁ%,wnhamducuonthereoftow
begiming January 1, 2009; LB

. E:pandadﬂ)esnopeofumsacuonsmbjecttoVATwhmhmcludmthssa]eofgmeratéd g-‘-.:
powet, excluding those gencrated through renewable sources of energy;

. Granxofanthomywﬂ:ePluhppmerdmttomthelO%VATrateﬁolz%.eﬁ'eeufa
Jannary 1, 2006, subject to compliance with certain economic conditions; :

T e —————
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Revised invoicing and reporting requirements for VAT;
Providedﬁ:rsholdsandﬁmitaﬁonon&emounmeATmeditsﬂ:acanbeclaimed; and
hueaseinﬂmpmmmgemducﬁonofimﬂestexpensaordeducﬁon&omﬁ%mﬂ%
of interest income subjected to final tax, with a reduction thereof to 33% beginning

Jamuary t, 2009,

Due to the enactment of RA No. 9337, the effective stetutory income tax rates as of December 31,
2006 and 2005 are at 35% and 32.5%, respectively. The deferred income tax assets as of
December 31, 2006 were measured using the appropriate corporate income tax rates on the years
these are expected to be reversed or settled.

On January 31, 2006, the Burean of Internal Revenus issved Revenue Memorandum Circular No,
7-2006 increasing the VAT rate from 10% to 12% effective February 1, 2006.

RA No. 9361 was caacted into law effective December 13, 2006, amending Section 110B of the
1997 NIRCP and abolishing the limitation on the smount of VAT credits that can be claimed.

24,

Financial Risk Management Objectives and Policies

The Company’s principal financial instruments comprise of cash and cash equivalents, AFS
investments, advances to and from related companics, Joans payable and long-term debt. The
main purpose of these financial instruments is to raiss funds for the Company’s operations. The
Company has various other financial assets and liabilities such as trade receivables and trade
payables, which arise directly from its operations.

It is, and has been throughout the year under review, the Company’s policy that no trading in
financial instruments shall be undertaken.

The main risks arising from the Company’s financial instruments are liquidity risk, foreign
currency risk, credit risk and interest rate risks. The BOD reviews and agrees policies for
managing each of these risks and they are summarized below.

Liguidity Risk
The Company’s objective is to maintain a balance between continuity of funding and flexibility
through the use of loans and advances from related companies.

Foreign Currency Risk
The Company has transactional currency exposures, Such exposure arises from petrolsum
operations denominated in US dollars. AN Ty

TheConq)myfoﬂowsapoﬁcymmanageﬂscmrmcyﬂskbyclosebrmonitoring' iy
position.
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Credit Risk

The Company’s principal credit risk is its dependence on one customer. In the event of any law
onegulanonsorasamltofsm-hlaworregulanon,ﬂzemterestoftheCompanymlghtbe
materially reduced, prejudiced or severely affected. The Company®s maximum exposure to credit
risk is equal to the carrying amount of the accounts with contract operator.

With respect to credit risk arising from the other financial assets of the Company, which comprise
of cash and cash equivalents, available-for-sale financial assets and advances to related parties,
the Company’s exposure to credit risk arises from default of the counterparty, with a maximum

exposure equal to the carrying amount of these instraments,

Interest Rate Risk

The Company’s exposure to the risk for changes in market interest rates relates primarily to the
Company’s loans payable and long-term debt obligations with fixed interest rates.

The Company does not use interest rate swaps to hedge its fair value interest rate risk exposure.

. Fair Value of Financial Instruments

The carrying vatues and fair values of the Company’s financial ipstruments as of December 31,

2006 and 2005 are as follows (in millions):

2005

2006
Carrying
Amount Fair Value
Financial assets:
Cash and cash equivalents B52 B52
Receivables 78.6 78.6
Advances to related
companies 34.9 349
AFS imvestments 128.1 1281
Financial liabilities:
Trade and other payables 31.0 310
Loans payable and current
portion of Ieng teym debt 1021 102.1
Advances from related
companies 358 355
Other financial liabilities 6.7 6.7

Fair Vale of Financial Instruments

Carrying
Amount Fair Value
P8.7 8.7
100.0 100.0
66.2 662
84.6 84.6
118.2 118.2
1132 113.2
2576 2576

6.7

Fair value is defined as the amount at which the finzncial instrument could be exchared

than in a forced liquidation or sale. Fair vatues are obtained from quoted market

mmummmwwbmmmmmsm%
7S
I

discounted cash flow models and option pricing models, as appropriate,
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The following methods and assumptions are used to estimate the fair value of each class of
financial instroments:

Cash and cash equivalents, receivables, advances to and from related companies, trade and other
payables, loans payable and currers portion of long-term debt and other financial Liabilities

The carrying amount of cash and cash equivalents, receivables, advances to and from related
companies, trade and other payables, loans payable and current portion of long-term debt and
other financial linbilities approximate fair vahie due to the relatively short-term maturity of these
financial instruments.

AFS investments
The fair values of the AFS inmnnmtsmbasedonqmtedmarketprices.

26. Supplemental Information on Statements of Cash Flows
Noncash investing and financing activities inchade:

a. Settlement of advances to related partics amounting P40.7 million in exchange for the
Company’s own shares in 2008.

b. Settlement of DBP loans and interest of P$4.8 million and P17.8 million, respectively, from
the proceeds of the disposal of EPHI shares with a carrying value of 8274.7 million and
noncurrent marketable securities with a cost of F37.5 wmillion in 2004;

¢ Restructuring of interest on UCPB loans as principal of #11.2 million in 2004;

d. Payment of the PentzCapital Loan and interest in 2004 by a related party of B68.4 million and
P1.2 million, respectively; and

o. Offsetting of accounts with related parties of £3.8 million in 2004,
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The Stockholders aad the Board of Directors
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125 Pioneer Street, Mandaluyong City

We have audited, in accordance with Philippine Standards on Auditing, the financial statements of
The Philodrill Corporation included in this Form 17-A and have issued our report thereon dated April
26, 2007. Our report was modified because we were unable to perform sufficient additional
procedures on the financial information of an associate audited by other anditors. Cur audits were
meds for the purpose of forming an opinion on the basic financial statements taken as a whole. The
schedules listed in the Index to Financial Statements and Supplementary Schedules are the
responsibility of the Compamy’s manegement. These schedules are presented for purposes of
complying with the Securitics Regulation Code Rule 68 and are not part of the basic financial
statements. These schedules have been subjected to the avditing procedures applied in the audit of
the basic financial statements and, in our opinion, fairly state in all material respects, the financial
data required to be set forth therein in relation to the basic financial statements taken as a whole.
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THE PHILODRILL CORPORATION

MINUTES
OF THE mlER To
ANNUAL MEETING OF STOCKHOLDERS

Held on 26 July 2006, 3:00 p.m.
at the Banahaw Ballroom, The Legend Villas
60 Pioneer Street, Mandaluyong City 1550

1,534,944,016
1,025,501,996
67%-

Number of Shares [ssued and Qutstanding
Shares represented in person and by proxies
Percentage of Attendance

CALL TO ORDER AND PROOF OF SERVICE OF NOTICE

The Chairman of the Board welcomed the stockholders to the 2006 Annual Stockholders’
Meeting (the “Meeting”) and called the meeting to order at 3:00 p.m. He requested the
Secretary for proof that the required notices for the present Meeting were duly sent to all
stockholders of record as of 14 April 2006 (the “Record Date™),

For the purpose of providing proof that required notices for the Meeting were duly sent to
stockholders, the Secretary has executed an Affidavit stating that in accordance with the
Company's By-Laws, notices containing the date, time, place and agenda of the Meeting
were sent at least one (1) month prior to the date of the Meeting (by mail on 26 June 2006
and by personal delivery on 23 and 30 June 2006, both through a messengerial company)
to each stockholder as of Record Date at the address of such stockholder appearing in the
carporate registry. Notices of the Meeting were also published in the 19 and 22 July 2006
issues of Manila Bulletin, a newspaper of general circulation, specifying the date, time,
place and agenda of the Meeting.

The Certification executed by an authorized officer of the messengerial company utilized
for the purpose and the Sworn Statement of the undersigned authorizing such publication
by the Manila Bulletin are attached to the Secretary's Affidavit. The Chairman directed
the Secretary to file his Affidavit with the Minutes of the Meeting,

CERTIFICATION OF THE PRESENCE OF QUORUM

The Chairman inquired from the Secretary whether or not a quorum is present for the
transaction of business at the Meeting.

The Secretary replied that out of the Company’s 1,534,944,016 issued and outstanding
shares as of Record Date, there are present in person and/or represented by proxies
1,025,501,996 shares or 67% thereof. Thus, on the basis of the registered attendance, the
Secretary certified the presence of a quorum for the transaction of business as may
properly come at the Meeting.




READING AND APPROVAL OF THE MINUTES OF
THE LAST ANNUAL MEETING OF STOCKHOLDERS

The Chairman announced that the next item in the Agenda is the reading and approval of
the Minutes of the last Annual Stockholders' Meeting held on 29 June 2005, the original
copy of which was made available for inspection at the Office of the Corporate Secretary
and copies of which were sent to stockholders together with the proxy materials and/or
have been inserted in the 2005 Annual Report furnished to each stockholder present as
they came into the Meeting.

The Chairman asked if there are any questions regarding the Minutes of the last Annual
Meeting of Stockholders. There being none, a stockholder moved that the reading of the
Minutes of the Annual Meeting of Stockholders held last 29 June 2005 be dispensed with
and that said Minutes, as it appears recorded in the Minutes Book of the Company, be
confirmed, ratified and approved. The motion was duly seconded and, there being no
objections, the Chairman declared the motion approved.

REPORT OF THE BOARD OF DIRECTORS

The Chairman announced that the next item in the Agenda is the Report of the Board of
Directors. He then requested the Executive Vice President, Mr, Francisco A. Navarro, to
present the Exploration Report.

EXPLORATION REPORT

The following exploration report highlights the milestones achieved in the Company’s
exploration areas and updates the matters reported and embodied in the Company’s 2005
Annual Report distributed to the stockholders.

Service Contract 14 C-1 (Galoc)

The Galoc Ficld development project, which is located adjacent to the Octon field of SC
6A, is under the operatorship of the Galoc Production Company (GPC) which, in turn, is
composed of Vitol Services, Team Oil and Cape Energy.

In terms of field history, Philippine Cities Service drilled Galoc-1 in 1981 which flowed
1,830 barrels of oil per day (bopd). Two (2) confirmatory wells were subsequently drilled
but flowed at slightly lower rates. Another well, South Galoc-1A flowed bath ail and gas.
In 1988, an Extended Production Test (EPT) was conducted on the field to obtain
reservoir and flow data. 380,000 barrels of oil were produced during the EPT.

A table listing the project proponents was shown on the projection screen. The Company
has a 6.397% interest in the project.

Under the Galoc Plan of Development (POD) approved by the DOE, the first
development phase will involve the drilling and production of two (2) directional wells
with a subsea tie-back to a floating production vessel. Crude production will then be
processed and stored in a floating production unit. GPC estimates to recover about 6.8
million barrels from the first development phase in 24 months of production. GPC further
believes that there are other areas in the field with additional production potential.

A map illustrating the preliminary field layout for the Galoc production field and the

locations of the Galoc wells and FPSO was shown on the projection screen. Mr. Navarro
noted that the proposed FPSO location is currently situated between the location of the
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Galoc wells and the adjacent Octon weils because there is a possibility that both Galoc
and Octon can be produced using the same FPSO to reduce development costs.

The next slide showed the Well Development Program which outlines the direction of the
two (2) Galoc wells which will be drilled horizontally and will drain the lower part of the
Galoc structure. The subsequent slides showed the Galoc Development Well Schematic
and the Galoc Field Development Schematic.

In terms of timetable, GPC estimates to drill the first well by July 2007 with first oil to be
produced by October 2007. Assuming an oil price of US$55/barrel and a production rate
of 21,000 bopd, GPC estimates gross proceeds from the Galoc first development phase to
reach US$372 million.

As of 25 July 2006, GPC has awarded the drilling rig, FPSO, tubulars and subsea trees
contracts.

Service Contract 6A (Octon)

The consortium is now in the final stages of negotiations for the Vitol farm-in.
The Octon consortium has completed farm-in negotiations with Vitol and will sign the
corresponding Farm-In Agreement within the year,

Vitol’s initial farm-in plan is to develop Octon with Galoc and to drill 2 exploration welis
in SC 6A outside of the Octon area to earn 70% interest and operatorship of the block. In
a recent communication, they expressed their willingness to explore the northern haif of
the block by 2007 with or without achieving commerciality in Octon.

Service Contract 6 (Cadlao)

The Company resigned as operator of the Cadlao block effective 03 February 2006, as it
considered it inappropriate to remain as operator despite being a non-voting, carried
interest party in the block. Oriental Petroleum and Minerals (OPM), with 55.0563%
participating interest, was eventually designated as the new operator.

Service Contract 6B (Bonita)

Negotiations between Forum Energy (formerly, Basic Petroleum) and the Bonita
consortium are ongoing for mutually acceptable farm-in terms.

Service Contract No. 14 (Nido and Matinloc Production Blocks)

The combined oil production from the Nido and Matinloc Fields totaled 208,438 barrels
in 2005, an increase of about 50% from 2004 production. The increase in production was
coupled with good oil prices and a reduction of operating costs. Fifieen (15) crude
shipments were delivered to Pilipinas Shell in 2005.

However, 1" quarter 2006 production from the two fields decreased to 52,604 barrels
from the 58,801 barrels produced during the preceding quarter and so far there have only
been two (2) crude shipments to Pilipinas Shell during the first three months of 2006,
involving a total combined volume of 54,847 barrels of Nido and Matinloc crude.

Service Contract 14 C-2 (West Linapacan)

In January 2006, the consortium received and is now considering the proposed farm-in
terms of Nido Petroleum. Subsequently, in March 2006, Framework Capital Solutions
expressed interest in investing in the re-development of the West Linapacan field. The




consortium is now awaiting a formal proposal from Framework on the possible re-
activation of the field.

Service Contract No. 41 (Sulu Sea)

Tap Oil of Australia has submitted a farm-in proposal under which it commits to do a
300-sq.km. 3D seismic survey with an option to drill one (1) well at its sole cost and
expense. The consortium is currently considering Tap Qil’s offer along with the other
farm-in offers received from Mitra Energy, Pearl Resources and Burgundy.

Service Contract No. 53 (Onshore Mindoro)

On 22 February 2006, the DOE approved the Participation Agreement (PA) between the
Company and Laxmi Organic Industries. Thus, the distribution of participating interests
in the block is now 70% Laxmi, 22% Philoedrill, 5% Angio Philippine Holdings and 3%
Basic Petroleum.

SWAN BLOCK

The DOE awarded SC 57 and SC 58 to Philippine National Oif Company-Exploration
Corporation encompassing the area covered by the SWAN consortium’s prior service
contract application. The SWAN consortium is negotiating with PNOC-EC on the
participation of the SWAN group in the SC 57 and SC 58 areas.

B. FINANCIAL REPORT

Mr. Nazarea stated that the Financial Report consists of a summary of the Company’s
financial performance in 2005 as compared to 2004, followed by a summary of the
Company’s interim operating results as of the end of June 2006. The details of the
Company's audited financial statements are contained in the 2005 Annual Report which
has been distributed to the stockholders.

Mr. Nazarea noted that around 80% of the contents of the Company's 2006 Annual
Report is composed of the 2006 Audited Financial Statements because of the extensive
notes and disclosures that the Company had to do in its financial statements in order to
comply with new financial accounting and auditing standards that are now in effect.

Compared with the figures for year 2004, the financial highlights for the calendar year
ended 31 December 2005 are as follows:

(Pesos in Millions)

Dec. 31,2005 Dec. 31,2004

FOR THE YEAR

Revenues from Petroleum Operations 78.7 37.6
Investment Income 383 9.7
Interest & Other Income 16.5 13.0
Net Income (Loss) 2.7 (308.3)
AS OF END OF YEAR

Total Assets 2,293.0 2,2109
Total Liabilities 496.9 446.2
Net Worth 1,796.1 1,764.7
Authorized Capital 1,550.0 1,550.0
Issued & Subscribed Capital 1,534.9 1,5349




Based on the audited financial statements of the Company, the 2005 and 2004
comparative income statements are as follows:

(Pesos in Millions)

Dec. 31, 2005 Dec. 31, 2004

REVENUES
Petroleum operations 78.7 316
Equity in net eamings of associates — net 383 9.7
[nterest, dividends & other income 16.5 13.0
Total Revenues 133.5 60.3
COSTS AND EXPENSES
Loss on Disposal of Shares of Stock - 255.7
Provision for Probable Losses on Deferred Oil

Exploration Costs 4.6 375
Interest and financing charges 48.6 32.0
Depletion & other production costs 53.8 28.1
General & administrative 23.0 14.9

130.0 368.2

INCOME (LOSS) BEFORE TAX 35 (307.9)
PROVISION FOR INCOME TAX 0.8 0.4
NET INCOME (LOSS) 2.7 (308.3)

Revenues more than doubled in 2005 compared to 2004 on account of substantial
increases in petroleurn revenues {due to better oil prices and more efficient crude
production) and equitized earnings of affiliates (due to the P800 million banner profit
posted by EPHI in 2005).

Mr. Nazarea noted two (2) items in the 2004 Costs and Expenses that are no longer
present in 2005 -- the P255.7 Million loss sustained by the Company on the disposal of
its EPHI shares, and the P37.5 Million writedown relating to the deferred oil exploration
costs of GSEC 75 whose term had already expired. Year-on-year, interest and financing
charges increased by about P16 Million

In sum, the Company posted a net income of P2.7 Million in 2005 compared to a net loss
of 8308.3 Million in 2004,

Based on the Company's audited financial statements, the comparative balance sheets for
the calendar years 2005 and 2004 are as follows:

{Pesas in Millions)

Dec, 31,2005 Dec 2004

Current Assets 714 222
Investments — net 1,014.0 956.3
Property & Equipment — net 296.7 296.5
Deferred Oil Exploration & Development Costs - net 805.2 798.1
Other noncurrent assats 1000 137.3
TOTAL ASSETS 2,293.0 2,2109
Ligbilities 496.9 446.2
Stockholders’ Equity 1,796.1 1,764.7
Total Liabitities & Stockhalders Equity 22910 22109
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Current Assets increased from P22.2 million in 2004 to P77.1 million in 2005 due to (a)
the reclassification of a non-current asset (receivable) to current asset because the same
was collected in 2005; and, (b) an increase in accounts receivable due to additional
shipments made to Shell in 2005. Likewise, the [nvestments Account increased by about
P58 million due to higher equitized eamings booked in 2005 coupled with a decrease in
the valuation reserve of the Investments Account.

There is a P50 million increase in the Company’s level of borrowings in 2005 due to the
extension of a loan from an affiliate to enable the Company to free up its EPHI shares
which were pledged to RCBC as security for a loan. Likewise, there is an increase of
about P31 million in stockholders' equity due to decrease in valuation reserves of the
Investment Account and the net income posted by the Company in 2005.

The interim financial results of the Company as of the end of June 2006 were then
presented to give an updated picture of the Company's operating results for the first six

{6) months of 2006.
Unaudited
June 30, 2006
REVENUES
Petroleum Operations 67.0
Equity in net eamnings of associates — net 2.1
Interest, dividends & other income 26.2
Total Revenues - 953
COSTS AND EXPENSES
Depletion & other production costs 45.2
Interest and financing charges 8.1
General & administrative 1.0
Loss on Sale of Investment 107.6
Total Costs & Expenses 171.9
NET LOSS ' 76.6

For the first half of 2006, revenues stand at P95.3 million consisting of P67 million in
petroleum revenues, P2.1 million in equitized eamings of affiliate and P26.2 million i
interest and other income. Mr. Nazarea noted that the increase in petroleum revenues is
due to the comparatively higher crude price of $56.75/barrel. The drop in equitized
earning is a resuli of the Company ceasing to equitize its EPHI investment as it is now in
the process of selling the same.

On the expense side, depletion and other production costs stand at P45.2 million, while
interest and financing charges have gone down substantially to P8.1 million due to a
significant reduction in borrowings. The last item is a loss baoked on the Company’s sale
of 107 million shares of EPHI at P1.00/share, as against their carrying cost of
P2.00/share. Mr. Nazarea noted that while the transaction price was pegged at
P1.00/share, the effective price to the Company is actually more than this because the
buyer/lender also condoned at the same time a significant amount of accrued interest
charges on the advances it had previously made to the Company which the Company, in
turn, used to pay off a substantial portion of its loans. The effective price to the Company
of the EPHI shares sold is actually P1.23/share compared to the then prevailing market
price of EPHI shares of about P0.75/share.
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THE PHILODRILL CORPORATION

MINUTES
OF THE
ANNUAL MEETING OF STOCKHOLDERS

Held on 26 July 2006, 3:00 p.m.
| af the Banahaw Baliroom, The Legend Villas
690 Pioneer Street, Mandaluyong City 1550

Number of Shares Issued and Outstanding : 1,534,944,016
Shares represented in person and by proxies : 1,025,501,996
Percentage of Attendance : 67%

CALL TO ORDER AND PROOF OF SERVICE OF NOTICE

The Chairman of the Board welcomed the stockholders to the 2006 Annual Stockholders’
Meeting (the “Meeting”) and called the meeting to order at 3:00 p.m. He requested the
Secretary for proof that the required notices for the present Meeting were duly sent to all
stockholders of record as of 14 April 2006 (the “Record Date™).

For the purpose of providing proof that required notices for the Meeting were duly sent to
stockholders, the Secretary has executed an Affidavit stating that in accordance with the
Company's By-Laws, notices containing the date, time, place and agenda of the Meeting
were sent at least one (1) month prior to the date of the Meeting (by mail on 26 June 2006
and by personal delivery on 23 and 30 June 2006, both through a messengerial company)
to each stockholder as of Record Date at the address of such stockholder appearing in the
corporate registry. Notices of the Meeting were also published in the 19 and 22 July 2006
issues of Manila Bulletin, a newspaper of general circulation, specifying the date, time,
place and agenda of the Meeting.

The Certification executed by an authorized officer of the messengerial company utilized
for the purpose and the Swom Statement of the undersigned authorizing such publication
by the Manila Bulletin are attached to the Secretary's Affidavit. The Chairman directed
the Secretary to file his Affidavit with the Minutes of the Meeting,

CERTIFICATION OF THE PRESENCE OF QUORUM

The Chairman inquired from the Secretary whether or not a quorum is present for the
transaction of business at the Meeting,

The Secretary replied that out of the Company’s 1,534,944,016 issued and outstanding
shares as of Record Date, there are present in person and/or represented by proxies
1,025,501,996, shares or 67% thereof. Thus, on the basis of the registered attendance, the
Secretary certified the presence of a quorum for the transaction of business as may
properly come at the Meeting.
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READING AND APPROVAL OF THE MINUTES OF
THE LAST ANNUAL MEETING OF STOCKHOLDERS

The Chairman announced that the next item in the Agenda is the reading and approval of
the Minutes of the last Annual Stockholders' Meeting held on 29 June 20035, the original
copy of which was made available for inspection at the Office of the Corporate Secretary
and copies of which were sent to stockholders together with the proxy materials and/or
have been inserted in the 2005 Annual Report fumnished to each stockholder present as
they came into the Meeting.

The Chairman asked if there are any questions regarding the Minutes of the last Annuali
Meeting of Stockholders. There being none, a stockholder moved that the reading of the
Minutes of the Annual Meeting of Stockholders held last 29 June 2005 be dispensed with
and that said Minutes, as it appears recorded in the Minutes Book of the Company, be
confirmed, ratified and approved. The motion was duly seconded and, there being no
objections, the Chairman declared the motion approved.

REPORT OF THE BOARD OF DIRECTORS
The Chairman announced that the next item in the Agenda is the Report of the Board of
Directors. He then requested the Executive Vice President, Mr. Francisco A. Navarro, to

present the Exploration Report.

EXPLORATION REPORT

The following exploration report highlights the milestones achieved in the Company’s
exploration areas and updates the matters reported and embodied in the Company's 2005
Annual Report distributed to the stockholders.

Service Contract 14 C-1 (Galoc)

The Galoc Field development project, which is located adjacent to the Octon field of SC
6A, is under the operatorship of the Galoc Production Company (GPC) which, in turn, is
composed of Vitol Services, Team Oil and Cape Energy.

In terms of field history, Philippine Cities Service drilled Galoc-1 in 1981 which flowed
1,830 barrels of oil per day (bopd). Two (2) confirmatory wells were subsequently drilled
but flowed at slightly lower rates. Another well, South Galoc-1A flowed both oil and gas.
in 1988, an Extended Production Test (EPT) was conducted on the field to obtain
reservoir and flow data. 380,000 barrels of 0il were produced during the EPT.

A table listing the project proponents was shown on the projection screen. The Company
has a 6.397% interest in the project.

Under the Galoc Plan of Development (POD) approved by the DOE, the first
development phase will involve the drilling and production of two (2) directional wells
with a subsea tie-back to a floating production vessel. Crude production will then be
processed and stored in a floating production unit. GPC estimates to recover about 6.8
million barrels from the first development phase in 24 months of production. GPC further
believes that there are other areas in the field with additional production potential.

A map illustrating the preliminary field layout for the Galoc production field and the

locations of the Galoc weils and FPSO was shown on the projection screen. Mr. Navarro
noted that the proposed FPSO location is currently situated between the location of the
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Galoc wells and the adjacent Octon wells because there is a possibility that both Galoc
and Octon can be produced using the same FPSO to reduce development costs.

The next slide showed the Well Development Program which outlines the direction of the
two (2) Galoc wells which will be drilled horizontally and will drain the lower part of the
Galoc structure. The subsequent slides showed the Galoc Development Well Schematic
and the Galoc Field Development Schematic.

In terms of timetable, GPC estimates to drill the first well by July 2007 with first oil to be
produced by October 2007. Assuming an oil price of US$55/barrel and a production rate
of 21,000 bopd, GPC estimates gross proceeds from the Galoc first development phase 10
reach US$372 million,

As of 25 July 2006, GPC has awarded the drilling rig, FPSO, tubulars and subsea trees
contracts.

Service Contract 6A (Octon)

The consortium is now in the final stages of negotiations for the Vitol farm-in.
The Octon consortium has completed farm-in negotiations with Vitol and will sign the
comesponding Farm-In Agreement within the year,

Vitol’s initial farm-in plan is to develop Octon with Galoc and to drill 2 exploration wells
in SC 6A outside of the Octon area to eam 70% interest and operatorship of the block. In
a recent communication, they expressed their willingness to explore the northern half of
the block by 2007 with or without achieving commerciality in Qcton.

Service Contract 6 (Cadlao)

The Company resigned as operator of the Cadlao block effective 03 February 20086, as it
considered it inappropriate to remain as operator despite being a non-voting, carried
interest party in the block. Oriental Petroleum and Minerals (OPM), with 55.0563%
participating interest, was eventually designated as the new operator.

Service Contract 6B (Bonita)

Negotiations between Forum Energy (formerly, Basic Petroleum) and the Bonita
consortium are ongoing for mutually acceptable farm-in terms.

Service Contract No. 14 (Nido and Matinloc Production Blocks)

The combined oil production from the Nido and Matinloc Fields totaled 208,438 barrels
in 2005, an increase of about 50% from 2004 production. The increase in production was
coupled with good oil prices and a reduction of operating costs. Fifteen (15) crude
shipments were delivered to Pilipinas Shell in 2005.

However, 1* quarter 2006 production from the two fields decreased to 52,604 barrels
from the 58,801 barrels produced during the preceding quarter and so far there have only
been two (2) crude shipments to Pilipinas Shell during the first three months of 2006,
involving a total combined volume of 54,847 barrels of Nido and Matinloc crude.

Service Contract 14 C-2 (West Linapacan)

In January 2006, the consortium received and is now considering the proposed farm-in
terms of Nido Petroleum. Subsequently, in March 2006, Framework Capita! Solutions
expressed interest in investing in the re-development of the West Linapacan field. The
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consortium is now awsiting a formal proposal from Framework on the possible re-
activation of the field.

Service Contract No. 41 (Sulu Sea)

Tap Qil of Australia has submitted a farm-in proposal under which it commits to do a
300-sq.km. 3D seismic survey with an option to drill one (1) well at its sole cost and
expense. The consortium is currently considering Tap Oil’s offer along with the other
farm-in offers received from Mitra Energy, Pearl Resources and Burgundy.

Service Contract No. 53 (Onshore Mindoro)

On 22 February 2006, the DOE approved the Participation Agreement (PA) between the
Company and Laxmi Organic Industries. Thus, the distribution of participating interests
in the block is now 70% Laxmi, 22% Philodrill, 5% Anglo Philippine Holdings and 3%
Basic Petroleum.

SWAN BLOCK

The DOE awarded SC 57 and SC 58 to Philippine National Qil Company-Exploration
Corporation encompassing the area covered by the SWAN consortium’s prior service
contract application. The SWAN consortium is negotiating with PNOC-EC on the
participation of the SWAN group in the SC 57 and SC 58 areas.

B.  FINANCIAL REPORT

Mr. Nazarea stated that the Financial Report consists of a summary of the Company's
financial performance in 2005 as compared 10 2004, followed by a summary of the
Company’s interim operating results as of the end of June 2006. The details of the
Company's audited financial statements are contained in the 2005 Annual Report which
has been distributed to the stockholders.

Mr. Nazarea noted that around 80% of the contents of the Company's 2006 Annual
Report is composed of the 2006 Audited Financial Statements because of the extensive
notes and disclosures that the Company had to do in its financial statements in order to
comply with new financial accounting and auditing standards that are now in effect.

Compared with the figures for year 2004, the financial highlights for the calendar year
ended 31 December 2005 are as follows:

(Pesos in Millions)
Dec. 31,2005  Dec. 31, 2004

FOR THE YEAR

Revenues from Petroleum Operations 78.7 37.6
Investment Income 383 9.7
Interest & Other Income 16.5 13.0
Net Income (Loss) 2.7 (308.3)
AS OF END OF YEAR

Total Assets 2,293.0 2,210.9
Total Liabilities 496.9 446.2
Net Worth 1,796.1 1,764.7
Authorized Capital 1,550.0 1,550.0
Issued & Subscribed Capital 1,534.9 1,534.9
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Based on the audited financial statements of the Company, the 2005 and 2004
comparative income statements are as follows;

{Pesos in Millions)
Dec. 31, 2005 Dec. 31, 2004
REVENUES
Petroleum operations 78.7 376
Equity in net earnings of associates — net 383 9.7
Interest, dividends & other income 16.5 13.0
Total Revenues 133.5 60.3
COSTS AND EXPENSES
Loss on Disposal of Shares of Stock -— 255.7
Provision for Probable Losses on Deferred OQil
Exploration Costs 4.6 375
Interest and financing charges 48.6 32.0
Depletion & other production costs 53.8 28.1
General & administrative 23.0 14.9
130.0 368.2
INCOME (LOSS) BEFORE TAX 35 (307.9)
PROVISION FOR INCOME TAX 0.8 0.4
NET INCOME (LOSS) 2.7 (308.3)

Revenues more than doubled in 2005 compared to 2004 on account of substantial
increases in petroleum revenues (due to better oil prices and more efficient crude
production) and equitized eamings of affiliates (due to the P800 million banner profit
posted by EPHI in 2005).

Mr. Nazarea noted two (2) items in the 2004 Costs and Expenses that are no fonger
present in 2005 -- the P255.7 Million loss sustained by the Company on the disposal of
its EPHI shares, and the P37.5 Million writedown relating to the deferred oil exploration
costs of GSEC 75 whose term had already expired. Year-on-year, interest and financing
charges increased by about P16 Million

In sum, the Company posted a net income of P2.7 Million in 2005 compared to a net loss
of 8308.3 Million in 2004,

Based on the Company's audited financial statements, the comparative balance sheets for
the calendar years 2005 and 2004 are as follows:

(Pesos in Millions)

Dec. 31,2005  Dec. 31, 2004

Current Assets 7.1 22.2
Investments — net 1,014.0 956.3
Property & Equipment — net 296.7 296.5
Deferred Oil Exploration & Development Costs — net 805.2 798.1
Other noncurrent assets 100.0 137.8
TOTAL ASSETS 2,293.0 2,210.9
Liabilities 496.9 446.2
Stockholders' Equity 1,796.1 1,764.7
Total Lizbilitics & Stockholders Equity 2,293.0 22109
5
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Current Assets increased from P22.2 million in 2004 to P77.]1 million in 2005 due to (a)
the reclassification of a non-current asset (receivable) to current asset because the same
was collected in 2005; and, (b) an increase in accounts receivable due to additional
shipments made to Shell in 2005. Likewise, the Investments Account increased by about
P58 million due to higher equitized earnings booked in 2005 coupled with a decrease in
the valuation reserve of the Investments Account,

There is a P50 million increase in the Company’s level of borrowings in 2005 due to the
extension of a loan from an affiliate to enable the Company to free up its EPHI shares
which were pledged to RCBC as security for a loan. Likewise, there is an increase of
about P31 million in stockholders’ equity due to decrease in valuation reserves of the
Investment Account and the net income posted by the Company in 2005.

The interim financial results of the Company as of the end of June 2006 were then
presented to give an updated picture of the Company's operating results for the first six

{6) months of 2006.
Unaudited
June 30, 2006
REVENUES
Petroleum Operations 67.0
Equity in net earnings of associates — net 2.1
Interest, dividends & other income 26.2
Total Revenues 95.3
COSTS AND EXPENSES
Depletion & other production costs 45.2
Interest and financing charges 8.1
General & administrative 11.0
Loss on Sale of Investment 107.6
Total Costs & Expenses 171.9
NET LOSS ' 76.6

For the first half of 2006, revenues stand at P95.3 million consisting of P67 million in
petroleum revenues, P2.1 million in equitized earnings of affiliate and P26.2 million in
interest and other income. Mr. Nazarea noted that the increase in petroleum revenues is
duc to the comparatively higher crude price of $56.75/barrel. The drop in equitized
earning is a result of the Company ceasing to equitize its EPHI investment as it is now in
the process of selling the same.

On the expense side, depletion and other production costs stand at P45.2 million, while
interest and financing charges have gone down substantially to P8.1 million due to a
significant reduction in borrowings. The last item is a loss booked on the Company’s sale
of 107 million shares of EPHI at P1.00/share, as against their carrying cost of
P2.00/share. Mr. Nazarea noted that while the transaction price was pegged at
P1.00/share, the effective price to the Company is actually more than this because the
buyer/lender also condoned at the same time a significant amount of accrued interest
charges on the advances it had previously made to the Company which the Company, in
turn, used to pay off a substantial portion of its loans. The effective price to the Company
of the EPHI shares sold is actually P1.23/share compared to the then prevailing market
price of EPHI shares of about P0,75/share.
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Thus, for the first 6 months of the year, the Company sustained a net loss of P76.6
million.

The balance sheet for the first semester of 2006 is as follows:

June 30, 2006
Current Assets 459
Investments — net 535.1
Property & Equipment - net 278.2
Deferred oil exploration & development costs — net 797.8
Other noncurrent assets 96.7
TOTAL ASSETS 1,753.7
Liabilities 340.9
Stockholders' Equity 1,4128
TOTAL LIABILITIES and
STOCKHOLDERS®' EQUITY 1,753.7

The Company’s Total Assets stand at P1.75 billion. Current Assets declined to P45.9
million from P77.1 million at the beginning of the year due to collection of certain
receivables. The investments account also decreased to P535 million due to the sale of a
portion of the EPHI investment. Liabilities decreased to P341 million from almost PS00
million at the beginning of 2006. Mr. Nazarea noted that the Company’s liabilities will go
down further to about P130 million when the Company completes its second sale of the
remaining EPHI shares this month. At the same time, the reduced liabilities will
correspondingly reduce interest expense for the remainder of 2006 up to 2007. The
Company should hopefully be debt-free by 2008. With the projected revenues from the
Galoc project, the Company expects substantially better profitability in 2008.

At this point, the Chairman opened the floor to any questions that the stockholders may
have regarding the Management Report presented by Messrs. Navarro and Nazarea.

There being no further questions, a stockholder moved for the approval of the following
resolutions:

"RESOLVED, That the Annual Report of the Company covering the
calendar year ending 31 December 2005, which includes the Company's
Audited Financial Statements, as well as all the Minutes of the Meetings
of the Board of Directors for the said period and all acts and resolutions of
the directors and officers of the Company up to the date of this Meeting be
confirmed, ratified, and approved;

“RESOLVED FURTHER, That the Company’s continued engagement
in any and all its secondary purposes under its Articles of Incorporation, as
amended, particularly in 0il exploration, development and allied activities,
as the Board of Directors may determine to be in the best interests of the
Company has the full support, encouragement and authorization of its
stockholders.”

- The motion having been seconded and there being no objections, the Chairman declared
the motion carried and the resolutions approved.
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NEW BUSINESS

The Chairman announced that the next item in the agenda is the amendment of the
Company’s Articles of Incorporation and By-Laws.

Amendment of Articles of Incorporation

To enhance the tradeability of the Company's shares of stock, it was proposed to change
the par value of the Company's shares of stock from P1.00/share to P0.01/share and to
declassify the Company's A and B shares into common shares.

After deliberation and discussion, upon mation duly made and seconded, stockholders
representing 67% of the Company’s issued and outstanding capital stock passed and
approved the following resolution:

"RESOLVED, as it is hereby resolved, to authorize the change in the par
value of the Company's shares of stock from One Peso (P1.00) per share
to One Centavo {(P0.01) per share and to declassify the Company's Class A
and Class B shares into shares of the same class and, accordingly, to
amend Article SEVENTH of the Company's Articles of Incorporation to
read in its entirety, as follows:

"SEVENTH. That the capital stock of said corporation is One
Bitlion Five Hundred Fifty Million (P1,550,000 000.00),
Philippine currency, and said capital stock is divided into One
Hundred Fifty Five Billion (155,000,000,000) commgn shares
with par value of One Centavo (P0.01), Philippine currency, each
share.

[DELETED]

“That no holder of the capital stock, whether said stock is now or
hereafler authorized, shall have any right, as such stackholder, to
purchase or subscribe to any additional shares of the capital stock,
whether such shares of capital stock are now or hereafler
authorized by the corporation, if the issue of the said additional
stock shall be used exclusively for the benefit of the corporation as
determined by resolution of the Board of Directors."

Amendment of By-Lawsg

Securities Regulation Code (SRC) Rule 38(8)(F), implementing Sec. 38 of the SRC,
requires covered companies to amend their by-faws in accordance with the provisions of
said SRC Rule 38 on the Requirements for Nomination and Election of Independent
Directors. In compliance therewith, it was proposed to amend Article Il of the
Company’s By-Laws by adding a new Section 9 to embody the provisions of SRC Rule
38 on the nomination and election of independent directors.

After deliberation and discussion, upon motion duly made and seconded, stockholders
representing 67% of the Company’s issued and outstanding capital stock passed and
approved the following resolution:

"RESOLVED, as it is hereby resolved, to authorize the adoption and
incorporation of the provisions of SRC Rule 38 on the nomination and
election of independent directors into the Company's By-Laws and,
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accordingly, to amend Article II of the Company's By-Laws by adding a
new Section 9 to read in its entirety, as follows:

“(a)

“(®)

()
‘@

“(e)

"0

“®

‘)

(C

“0)

“(k)

")

“SECTION 9 — INDEPENDENT DIRECTORS. The Company shall have two
(2) independent directors or at least 20% of its board size, at any one time,
whichever is lesser.

“9.1  Qualifications and Disqualifications. An independent director shall have

the following qualifications and disqualifications:

Apart from his fees and shareholdings, he is independent of
management and free from any business or other relationship
which could, or could reasonably be perceived to, materially
interfere with his exercise of independent judgment in carrying out
his responsibilities as a director of the Company;

He shall own in his name at least one (1) share of stock of the
Company;

He shall be at least twenty one (21) years old;

He shall be at least a college graduate or he shall have been
engaged or exposed to the business of the Company for at least five
(5) years;

He shall possess integrity and probity;
He shali be assiduous;

He is not a director or officer of the Company or of its related
companies or any of ils substantial shareholders (other than as an
independent director of any of the foregoing);

He does not own more than two percent (2%) of the shares of the
Company or of its related companies or any of its substantial
shareholders;

He is not related to any director, officer or substantial shareholder
of the Company, any of its related companies or any of its
substantial shareholders. For this purpose, relatives include
spouse, parent, child, brother, sister, and the spouse of such child,
brother or sister;

He is not acting as a nominee or representative of a director or
substantial shareholder of the Company, and/or any of its related
companies, and/or any of its substantial shareholders, pursuant to
a Deed of Trust or any contract or arrangement;

He has not been employed in any executive capacity by the
Company, any of its related companies, and/or by any of its
substantial shareholders within the last five (5) years;

He is not retained, either personally or through his firm or any
similar entity, as professional adviser by the Company, any of its
related companies, and/or any of its substantial shareholders
within the last five (5) years:

9
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“(m} He has not engaged and does not engage in any transaction with

“(n)

“(o)

‘@

“(9)

the Company and/or with any of its related companies and/or with
any of its substantial shareholders, whether by himself and/or with
other persons and/or through a firm of which he is a partner
and/or a company of which he is a director or substantial
shareholder, other than transactions which are conducted at arms
length and are immaterial;

He has not been convicted by final judgment by a competent
Judicial or administrative body of> (i) any crime involving the
purchase or sale of securities (e.g., proprietary or non-proprietary
membership certificates, commodity futures coniraci, interests in a
common trust fund, pre-need plans, pension plans, or life plans);
(i) any crime arising out of the person’s conduct as an
underwriter, broker, dealer, invesiment company, investment
adviser, principal distributor, mutual fund dealer, futures
commission merchant, commodity trading advisor, floor broker;
and (iii) any crime arising out of his relationship with a bank,
quasi-bank, trust company, investment house or as an affiliated
person of any of them;

He has not been, by reason of any misconduct, after hearing or
trial, permanently or temporarily enjoined by order, judgment or
decree of the Securities and Exchange Commission (“SEC") or
any court or other administrative body of competent jurisdiction
from: (i) acting as an underwriter, broker, dealer, investment
adviser, principal distributor, mutual fund dealer, futures
commission merchant, commodity trading advisor, or a floor
broker; (ii) acting as a director or officer of a bank, quasi-bank,
trust company, investment! house, investment company or an
affiliated person of any of them, (iii) engaging in or continuing any
conduct or practice in connection with any such activity or
willfully violating laws governing securities and banking activities.
These disqualifications shall also apply when he is currently
subject to an effective order of the SEC or any court or other
administrative body refusing, revoking or suspending any
registration, license or permit issued under the Corporation Code,
Securities Regulation Code ("SRC"), or any other law
administered by the Commission or Bangko Sentral ng Pilipinas
(“BSP"), or under any rule or regulation promuigaied by the SEC
or BSP, or otherwise restrained to engage in any activity involving
securities and banking, or when he is currently subject to an
effective order of a self-regulatory organization suspending or
expelling him from membership or participation or from
associating with a member or participant of the organization;

He has not been finally convicted judicially or administratively of
an offense involving moral turpitude, fraud, embezzlement, theft,

estafa, counterfeiting, misappropriation, forgery, bribery, false

oath, perjury or other fraudulent acts or transgressions;

He has not been found by the SEC or a court or other
administrative body to have willfully violated, or willfully aided,
abetted, counseled, induced or procured the violation of, any
provision of the SRC, the Corporation Code, or any other law
administered by the SEC or BSP, or any rule, regulation or order
of the SEC or BSP, or who has filed a materially false or

10




—_—__L

misleading application, report or registration slatement required
by the SEC, or any rule, regulation or order of the SEC;

“(r)  He has not been judicially declared o be insolvent;

“(s} He has not been finally found guilty by a foreign court or
equivalent financial regulatory authority of acts, violations or
misconduct similar 1o any of the acts, violations or misconduct
listed in Sec. 9.1, paragraphs (n) to (r) hereof;

“(t)  He is not an affiliated person who is ineligible, by reason of Sec.
9.1, paragraphs (n) to (r) hereof, to serve or act in the capacities
listed in those paragraphs:

“fu) He has not been convicted by final judgment of an offense
punishable by imprisonment for a period exceeding six (6) years,
or a violation of the SRC, committed within five (5) years prior to
the date of his election or appointment;

“9.2. Disqualification of Incumbent. An independemt director may be

disqualified during his tenure under the following instances or causes:

“(a) He becomes an officer or employee of the Company, or becomes
any of the persons enumerated under Sec. 9.1, paragraphs (n) to
(r) hereof;

“(b) His beneficial security ownership in the Company exceeds two
Percent (2%);

“{c)  He fails, without any justifiable cause, to attend at least 50% of the
total number of Board meetings during his incumbency;

“(d) Such other disqualifications as the Company's Manual on
Corporate Governance provide.

"9.3. Nomination of Independent Directors.

“(a) The Nomination Committee of the Company shall promulgate the
guidelines or criteria to govern the conduct of the nomination of
independent directors which shall be properly disclosed in the
Company's Information Statement or such other reports required
to be submitted to the Commission.

“(b) Nomination of independent directors shall be conducted by the
Nomination Committee prior to a stockholders’ meeting. All
nominations shall be signed by the nominating stockholders
together with the acceptance and conformity by the would-be
nominees.

“(c) The Nomination Committee shall pre-screen the qualifications and
prepare a final list of candidates and put in place screening
bolicies and parameters to enable it 1o effectively review the
qualifications of the nominees for independent directors.

“(d)  After the nomination, the Committee shall prepare a Final List of
Candidates which shall contain all the information about all the
rominees for independent directors, as required under Part | V(4)

11
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and (C) of Annex "C" of SRC Rule 12, which list, shall be made
available to the SEC and to all stockholders through the filing and
distribution of the Information Statement, in accordance with SRC
Rule 17.1(b) or SRC Rule 20, respectively, or in such other reports
as the Company is required to submit to the SEC. The name of the
person or group of persons who recommended the nomination of
the Independent director shall be identified in such report
including any relationship with the nominee.

“(e) Only nominees whose names appear on the Final List of
Candidates shall be eligible for election as Independent Directors.
No other nomination shall be entertained after the Final List of
Candidates shall have been prepared. No further nomination shall
be entertained or allowed on the floor during the actual annual
stockholders' meeting.

“9.4. Election of Independent Directors.

“fa) Subject to pertinent existing laws, rules and regulations of the
SEC, the conduct of the election of independent directors shall be
made in accordance with the standard election procedures of the
Company under its by-laws,

"(d) It shall be the responsibility of the Chairman of the stockholders’
meeting to inform all stockholders in attendance of the mandatory
requirement of electing independent directors. He shall ensure that
independent directors are elected during the stockholders' meeting.

“(c) Specific slot/s for independent directors shall not be filled-up by
unqualified nominees.

“(d} In case of failure of election for independent directors, the
Chairman of the stockholders' meeting shall call a separate
election during the same meeting to fill up the vacancy.

“9.5. Cessation of Independent Directorship

“In case of resignation, disqualification or cessation of independent
directorship, and only afier notice has been made with the SEC within five
(3) days from such resignation, disqualification or cessation, the vacancy
shall be filled by the vote of at least a majority of the remaining directors,
if still constituting a quorum, upon the nomination of the Nomination
Commitiee; otherwise, said vacancies shall be filled by the stockholders in
a regular or special meeting called for that purpose. An independent
directar so elected to fill a vacancy shall serve only for the unexpired term
of his predecessor in office. "

APPOINTMENT OF EXTERNAL AUDITOR

The next item for consideration is the appointment of external auditor for the Company
for the calendar year 2006. The Chairman inquired if there are nominees for appointment
as externa!l auditor of the Company.

A stockholder nominated the auditing firm of SyCip Gorres Velayo & Co. for
appointment as the Company’s external auditor for the calendar year ending 31 December
2006. The nomination was duly seconded.

12

_—M




—_ ]

There being no other nominees, the nomination was, upon motion duly made and
seconded, closed. The Chairman declared SyCip Gorres Velayo & Co. duly appointed as
the Company's external auditors for the calendar year ending 31 December 2006,

ELECTION OF DIRECTORS

The Chairman announced that the next item in the Agenda is the appointment of election
inspectors. He suggested that the same be deferred in the meantime and, if there is no
election contest, to dispense with the appointment of election inspectors. There being no
objections, the Chairman declared the table open for the nomination of directors.

A stockholder nominated the following to compose the Board of Directors of the
Company, to serve as such for one (1) year and until their successors shall have been duly
elected and qualified in the next annual mecting of stockholders in 2007:

ALFREDO C. RAMOS
WALTER W. BROWN
ADRIAN 8. RAMOS
PRESENTACION S. RAMOS
AUGUSTO B. SUNICO
FRANCISCO A. NAVARRO
NICASIO I. ALCANTARA
HONORIO A. POBLADOR 111
CHRISTOPHER M. GOTANCO

LN hWLN -~

The Chairmen then asked if there are other nominations. There being none, upon motion
duly made and seconded, the nomination for the Board of Directors was closed. There
being no objection to the closing of the nomination and considering that there are only
nine (9) nominees to the nine-member Board, the Chairman directed the Secretary to cast
all votes in favor of all the nominees to the Board of Directors and, thereafier, declared
the above-named nominees as the duly-elected directors of the Company. The Chairman
then introduced the duly elected directors present in the Meeting to the stockholders.

ADJOURNMENT

The Chairman inquired if there are other matters which the stockholders would want to
discuss in the Meeting. There being no further matters to discuss, upon motion duly made
and seconded, the Meeting was adjourned at 4:15 p.m.

Certified Correct: Attest:
. Coi (N
L o
ADRIAN S. ARIAS ALFREDO C, RAMOS

Secretary of the Meeting Chairman of the Meeting
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REPUBLIC OF THE PHILIPPINES )
CITY OF MANDALUYONG, M.M.) S.S.

23 HAY 2007

SUBSCRIBED AND SWORN to before me this day o 2007 at
Mandaluyong City, affiants exhibited to me their respective Community Tax Certificates,

as follows:
Community Tax
Name Certificate No, Date/Place Issued

ALFREDO C. RAMOS 10428061 01/02/07-Manila

ADRIAN S. ARIAS 05823928 01/04/07-Mandaluyong City
Doc. No. (3 ; - %ﬁ
Page No. _13 ; _ CODNMEN-RCIT A, Df-.{.{}&.‘..‘. - ‘.'J"“-?-: ARG
Bo‘?k NO‘I; Netry Public for bic=r Lluvsan o r; '
Series of 2007. Comumainion 40, 250 12 7131 Doe 2007
WL €T ANT Syt ig, £030 )
PTR No. 1195843/:¢7 0> i Cryenn City

I3P No. 065501105157 52 3
9/F Quad Alpha Ceatrum, 125 Ficaser St
Mandaluyong City

14




---. SEC Number 38683
File Number

il |

THE PHILODRILL CORPORATION

(Company’s Full Name)

§* — 9* Floors, Quad Alpha Centrum
125 Pioneer Street, Mandaluyong City, Metro Manila

(Company’s Address)

631-1801 to 05; 631-8151 to 52

(Telephone Number)

December 31

(Fiscal Year Ending)
{month & day)

SEC Form I8 -A

Form Type

Amendment Designation (If applicable)

Period Ended Date

(Secondary License Type and File Number)




r"-",J N \\\. THE P'RODR“-L CORPORATION . P CENYTL 1 DEC

' QUADALPHACENTRUM, 125 PIONEER, MANDALUYONG CITY, PHILIPPINES Ui
Nx. o TELNOS. 631-1801 TO 05 ; 631-8161/52 ; FAX: (632) 631-8080 , (832) 6314310’ R catved hay:

SEC REG. NO. 38683
08 September 2006

SECURITIES & EXCHANGE COMMISSION
SEC Bldg., E. delos Santos Avenue
Mandaluyong City

Gentlemen:

In compliance with Section 36 of the Revised Securities Act and on
the basis of the certification of our transfer agent, I hereby certify that there
have been movement during the month of AUGUST, 2006 in the direct or
indirect beneficial ownership of the capital stock of THE PHILODRILL
CORPORATION, classified as “common stock™ with par value of one peso
(R1.00) per share, of Directors, Officers or any stockholder of the company
owning five per cent (5%) or more of the paid-up capital of this Corporation,
with the exception of that of ALAKOR SECURITIES CORPORATION,
as per transfer agent’s report.

Very truly yours

<t/

ADRIAN S. ARIAS
Corporate Secretary

Cc.:  Philippine Stock Exchange
Fidelity Stock Transfers, Inc.
File
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Ted. No. 634-04-00 Fas No, 635-98-97
September 04, 2006

THE PHILODRILL CORPORATION
9 FIr., Quad Alpha Centrum
125 Pioneer St., Mandaluyong City

Attn: ATTY. ADRIAN 8. ARIAS
Corporate Secretary

Subj: Beneficial Ownership of your Directors
Officers & Stockholders owning 5% or more

Dear Sirs:

Ploase be informed that during the month of August 2006 there has been movement of
common stock registered in our books in the name of PCD Nominee Corporation.

PCD reported to us on September 01, 2006 that Alakor Securlties Corporation a PCD
participants had a total of 87,021,172 equivalent to 5.669% of the total issued and outstanding
shares of The Philodrill Corporation as of August 31, 2006.

Please request Alakor Securities Corp. to accomplish and file herein attached report directly
with Sccurities and Exchange Commission in three (3) copies on or before 10 September 2006.
I there has been other movement in the books of any of your Officers, Directors and other
Stockholders owning 5% or more of the total issued and ouistanding shares, please request them
to file the report directly with SEC. A copy of each SEC report must likewise be filed with
Philippine Stock Exchange.

We enclose a list of your Directors, Officers & Stockholders owning 5% or more with the
corresponding number of shareholdings and its percentages to the total issued and outstanding
ghares as of August 31, 2006 for submission every 10® of the month as required by Philippine
Stock Exchange pursuantto Section 7, Article XIX of the Listings & Disclosure Roles.

Thank you.

Very truly yours,

JENN\Y\C ERAFICA

Consuitant for Operation

Enc!: a’s
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Check the appropriate box:

initial Filing

Amendment

em/s amended DY the FlING e eesmse s

Address of Principal Offices

b. SEC Identification Number 000966 c. (SEC Use Only)
Industry Clossification Code ‘
d. BIR Tox identification Number .003-461-151 et
2. VICTOR V. BENAVIDEZ oo et
Name of Reporting Person
.SF_QUAD ALPHA CENTRUM, 1550
Q. 125.PIONEER. ST...,..MAND...CITY..
Address of Reporting Person Postal Code

.....................................................................................

Telephone Number of Reporting Person
<. FILIPINO

...........................................................................................

.........................................................................................................................................................................................

..............................................................

Narre, Address and Telephone Number of person authorized 1o receive notices ond
communications I reporting person is a partnership. comparation or other legal entity
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item 1. Securily and Issuer

State the title of the class of equity securilies to which this Form relates and the name and
address of the principal executive offices of the issuer of such securities. The Philodrill Corp.

8&9/F Quad Alpha Centrum, 125 Pioneer St., Mand. City,Common shares
item 2, Identity and Background Class A & B.

If the person filing this Form or any person enumerated in subparagraph {d){1) of the General
Instructions to this Form is o corporation, partnership, syndicate or other group of persons, state its
name, the province, country or other place of its organization, its principal business, the address of
its principal office and Ihe information required by (d) and [e) of this Item. if the person fiing this
stalement or any person enumerated in {d){1} of the General Instructions is a natural person,
provide the information specified in (a) through (1} of this ttem wilh respect 1o such person(s).

{a) Nome: ALAKOR SECURITIES CORPORATION

[b) Residence or business address; 5/F Quad Alpha Centrum, 125 Pioneer St. ’
Mandaluyong City

(o) Present principal occupation or employment and the name, principal business and address

of any corporation or other organization in which such employment is conducted:;

Stockbrokerage - trading participant of the Phil. Stock Exchange,

{d) Whelher or not, during the last five years, such person has been convicted in a criminal

proceeding (excluding tralfic violations or similar misdemeanors) and, if so, give the dates,

nature of conviclion, nome and location of court, any penally imposed, or other disposition of

the cose; N/A

(e} Whether or not. during the iast five years, such person was a parly 10 a civil proceeding of a
judicial or administrative body of competent jurisdiction. demestic or foreign, and as o result of
such proceeding was or is subject to any order, judgmenl or decree, nol subsequently reversed,
suspended or vacaled. permanently or lemporarily enjoining, baring. suspending or otherwise
limiting involvement in any type of business, securities, commodities or barking; and N/a

{f) Citizenship. FILIPIND

et g g TR TN gt Syt == -

ltem 3. Purpose of Transaction

State the purpose or purposes of the acquisition of securilies'of the issuer, Describe any plans or
proposals which the reporting persons may have which relote to or would result in: Lodged to
PCD for the account of clients.

(o) The acquisition by any person of additional securties of the issuer, or the disposition of

securities of the issuer, N/A '

(b] An exiraordinary corporate transaction, such as o merger, reorganization or liquidotion,
involving the issuer or any of its subsidiaries: N/A

{c]) A sale or transfer of o material amount of assets of the issuer or of any of ils subsidianes; N/A

SEC Form 18-A 4
February 2001




{d) Any change in the preseni board of direclors or management of the issuer, including any
plans or proposals o change the number or term of directors or to fill any existing vacancies on
the board; N/A

(e} Any material change in the present capitalization or dividend policy of the issuer; N/A
{f} Any other material change in the issuer's business or corporote structure; N/ A

{g) Changesin the issuer's charter, bylaws or insiruments comesponding thereto or ather
octions which may impede the acquisition of confrol of the issuer by any person:N/A

(h} Causing a class of securilies of 1he issuer to be delisted from a securities exchonge; N/A
{) Any action similar 1o ony of those enumeraled acbove. N/A
Item 4. Interest In Securities of the Issuer

{a) Stote the aggregote number and percentage of the class of securities identified pursuant o
ltem 1 beneficially owned (idenlitying those shares which there is a right to acquire within
thirty (30) days from the dote of this report) by each person named in llem 2. The
obovermentioned inlormation should olse be fumished  with respect Yo persons who,
together with any of the persons named in Item 2, comprise a group.Class A&B

87,021,172-5.669%

(b) For each person named in response 1o paragraph {a}, indicate the number of shares as to )
which there is sole power {o vote or to direct the vote, shared power o vote or to direct the
vote, sole or shared power to dispose or to direct the disposition. - Provide the applicable
information required by ltem 2 with respec! o each person with whom the power to vote or : A
to direci the vote or to dispose or direct the disposition is shared. N/A

{c] Describe any transaction in the class of securities reported on that were effected during the
past sixty (60) days by the persons named in response to paragraoph (o). The description
shall include, but nol necessarily be limiled 1o: {1} the idenlity of the person who elfected
Ihe transaction; (2] the dale of Ihe transaclion: {3) the amourtt of securities involved: (4] the
price per share or unit; and (5) where or how the transaction was effecied. N/A

(d) it any other person is known to have the right 1o receive or the power to direct the receipt of
dividends from. or the proceeds from the sale of such securities, o stalement to that effect
should be included in response lo this item and., if such interest relates to more than five [5%)
percent of the class, such person should be idenlified. N/A

(e) If the Ring is an amendment reflecting the fact that the reparting person has ceased fobe )
the beneficial owner of more than five (5%) percent of the class of secuiifies, state the date g
on which such beneficial ownership was reduced. N/ A

ltem 5. Contracls, Amangements, Understandings or Relationships with Respect to Securities of the
Issver

Desciibe any confract, arangement, understanding or relationship among the person nomed
in llem 2 and between such persons and any person with respect! to any securifies of the issue,
including but not limited 1o franster or voling of any of the securities, finder's fees, joint ventures, loan
or option arrangements, puts or calls, guarantees of piofits, division of profils or loss, or the giving or

SEC Form 18-A s
February 2001
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withholding of proxies, naming the person with whom such conkracts, arangements,
understandings or relationships have been entered into. Include such information for any of the
securifies thot ore pledged or otherwise subject to o contingency the occurence of which would
give another person voting power or investment power over such securities except that disclosure
of standard default and similar provisions contained in loan agreements need not be included.

lHlem é. Materlal to be Filed as Exhibiis

Copies of oll wiitten agreements, contracts. arangements, understandings. plans or proposals
relating to: Attached transfer Agent report.

[a} the acquisition of issuer control, liquidation, sale of assels. merger, or change in business or
- corporate structure or any other malter as disclosed in lem 3; ond N/A

(b} the transfer or voling of the securities. finders fees, joint ventures, options, puls, calls,

guaraniees ol loans, guaraniees against losses or the giving or wilhholding of ony proxy as
disclosedinitem 5. N/A

SIGNATURE

After reasonable inquiry and lo the best of my knowledge and belief, | cerlity that the
information set fo_rth in this Report is frue, complete and accurate. This report is signed in the City ol

.............................................................. ON v eenivseeenars 200 irenenens
By: . ALBUALLSS ... fevrenerersreernnnns
{Signature)
VICTOR V. BENAVIDEZ
.Seneral Manager

(Name/Titlle)}

The original report shall be signed by each person on whose behalf the repor is fled or his
authorized representalive. If the report is signed on behall of a person by his authorized
representalive [other than an execulive officer or general pariner of the filing person), evidence of
the representative’s authorily to sign on behalf of such person shall be filed with the report. The
name and fitle of eoch person who signs the report shall be typed or printed beneath his signalure.

SEP 26 2006
SUBSCRIBED AND SWORN to before me this ... day of ......einee. 20....... Offiant{s)
exhibiting to me his/their Residence Cerlificates, as follows: ]
NAMES RES. CERT. NO. DATE OF ISSUE PLACE OF ISSUE
VICTOR V. BENAVIDEZ 12761160 02-01-2006 QUEZON CITY

SEC Forn 18-A 6
ebruary 2001 _
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THE PHhLODRILL CORPORATION

QUAD ALPHA CENTRUM, 125 PIONEER, MANDALUYONG CITY, PHILIPPINES
TEL NOS. 631-1801 TO 05 ; 831-8151/52 ; FAX: (632) 831-8080 , (837} 631-5310

SEC REG. NO. 38683
20 December 2006

SECURITIES & EXCHANGE COMMISSION
SEC Bldg,, E. delos Santos Avenue
Mandaluyong City

Gentlemen:

In compliance with Section 36 of the Revised Securities Act and on
the basis of the certification of our transfer agent, I hereby certify that there
have been movement during the month of DECEMBER, 2006 in the direct
or indirect beneficial ownership of the capital stock of THE PHILODRILL
.CORPORATION, classified as “common stock” with par value of one peso .
(R1.00) per share, of Directors, Officers or any stockholder of the company
owning five per cent (5%) or more of the paid-up capital of this Corporation,
with the exception of that of PHILEX MINING CORPORATION, as per
transfer agent’s report.

Very truly yours

it

ADRIAN S. ARIAS
Corporate Secretary

B e el i o L o L I —————

3% 20 . T o

Cc.:  Philippine Stock Exchange
Fidelity Stock Transfers, Inc.
File
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THE PHILODRILL CORPORATION

QUAD ALPHA CENTRUM, 125 PIONEER, MANDALUYONG CITY, PHILIPPINES
TEL. NOS. 631-1801 TO 05 ; 631-8151/52 ; FAX: {632) 631-8080 , (632) 631-5310

EC REG. NO. 38683 .
SEC REG 3 /e HRAD
07 February 2007 i 08 2007
By o vt

SECURITIES & EXCHANGE COMMISSION
SEC Bldg., E. delos Santos Avenue \
| Mandaluyong City

Gentlemen:

In compliance with Section 36 of the Revised Securities Act and on
the basis of the certification of our transfer agent, I hereby certify that there
have been movement during the month of JANUARY, 2007 in the direct or
indirect beneficial ownership of the capital stock of THE PHILODRILL
CORPORATION, classified as “common stock” with par value of one
centavo (R.01) per share, of Directors, Officers or any stockholder of the
company owning five per cent (5%) or more of the paid-up capital of this
Corporation, with the exception of that of PCD NOMINEE
CORPORATION under the name of ATR SECURITIES INC.., as per
transfer agent’s report. !

Very truly yours
/i

ADRIAN S. ARIAS

Corporate Secretary

Cec.: Philippine Stock Exchange
Fidelity Stock Transfers, Inc.
File
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LIVING AND
cm\'lSlON

FHILODRILL CORPORATION -—
9° Fir., Quad Alphs Centram

125 Pioncer St., Mandalryonp City

Attn:  ATTY. ADRIAN S. ARIAS
Corporaic Secrctary

Subj: Peneficial Ovnership of your Directars
Officers & Steddhelders owning S% or more

Dear Sirs:

Please be informed that during the month of Jamuary 2007 there has been movement of common stock
registered in ooy books i the name of PCD Naminee Corporation.

PCD reparted to us on Febnmry 02, 2007 that ATR Seauities, Inc. a PCD participants hed a total of
18,331,346,500 cquivalent to 11.942% of the total issued and cutstanding sheres of The Philodril

Corporation as of Jamuary 31, 2007,

PkmnqnaAmSmiﬁu,lncwmﬁdlmdﬁkhmhmmdmponMwihwa
and Exchange Conmission in three (3) copics an or beforc 10 February 2007, If there has been other
movencnt in the books of any of yoor Officers, Directors and other Stockholders owning 5% or more of
the total issucd and outstanding sharcs, please request them to file the report directly with SEC. A copy
ofcadlSECt:ponmlﬂ:cwisebcﬁledwi!hHﬁpphe'Stuka

chnzlosealiﬂofyuwDimtm.Oﬂicus&smdhowasownhgsﬁormwithmccmsponding
mnbaofshmcholdingsmdﬁspmgcsmﬂxmmisundmdmmndingm“of January 31,
2007 for submission every 10™ of the month es required by Phifippine Stock Exchange pursuant to
Section 7, Article XIX of the Listings & Disclosure Rules.
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#|¥ THE PHILODRILL CORPORATION

‘\\\ //  TEL.NOS. 631-1801 TO 05 ; 631-8151/52 ; FAX: (632) 631-8080 , (632) 63

SEC REG. NO. 38683

06 March 2007

SECURITIES & EXCHANGE COMMI.SSION
SEC Bldg., E. detos Santos Avenue '
Mandaluyong City

Gentlemen:

In compliance with Section 36 of the Revised Securities Act and on
the basis of the certification of our transfer agent, | hereby certify that there
has been movement during the month of FEBRUARY, 2007 in the direct or
indirect beneficial ownership of the capital stock of THE PHILODRILL
CORPORATION, classified as “common stock™ with par value of one
centavo (P.01) per share, of Directors, Officers or any stockholder of the
company owning five per cent (5%) or more of the paid-up capital. of this
Corporation, particularly that of PCD NOMINEE CORPORATION
under the name of ATR SECURITIES INC. | as per transfer agent’s report.

Very truly yours

/-

ADRIAN S. ARIAS
Corporate Secretary

Cc.:  Philippine Stock Exchange
Fidelity Stock Transfers, Inc.
Flie
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JCS/DGM-07-123 STRLE TIANSFEIES, M.
Ground Floor, Philex Bldy., Philex Mining Com. !
No. 27 Brixton cor. Fairlane Sts., Pasig City 1603 .
Tel No, 634-04-01  Fax No. 635-98-97 [

March 02, 2007 E-mail ; fstiwcompass.com.ph 1

i
THE PHILODRILL CORPORATION ‘,
9% Fir., Quad Alpha Centrum !
125 Pioncer St., Mandaluyong City !

Attn: ATTY. ADRIAN 8. ARIAS :
Corporate Secretary '.

Subj: Beneficial Ownership of your Directors i
Officers & Stockholders owning 5% or more !I

Dear Sirs:

Please be informed that during the month of February 2007 there has been movement of common stock
registered in our books in the name of PCD Nominee Corporation,

PCD reported to us on March 01, 2007 that ATR Securities, Inc. a PCD participants had a total of
12,987,486,635 equivalent to 8.461% of the total issued and outstanding shares of The Philodrill
Corporation as of February 28, 2007.

Please request ATR Securities, Inc. to accomplish and file herein attached report directly with Secarities
and Exchange Commission in three (3) copies on or before 10 March 2007. If there has been other
movement in the books of any of your Officers, Directors and other Stockholders owning 5% or more of
the total issued and outstanding shares, please request them to file the report directly with SEC. A copy
of each SEC report must likewise be filed with Philippine Stock Exchange.

We enclose a list of your Directors, Officers & Stockholders owning 5% or more with the corresponding
number of shareholdings and its percentages to the total issued and outstanding shares as of February 28,
2007 for submission every 10 of the month as required by Philippine Stock Exchange pursuant to
Section 7, Article XIX of the Listings & Disclosure Rules.

Thank you.

exry truly yours,

Consuttant for Operation

Encl: a/s

{dgm
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THE PHILODRILL CORPORATION
QUAD ALPHA CENTRUM, 125 PIONEER, MANDALUYONG CITY, PHILIPPIN
TEL. NOS. 631-1801 TO 05 ; 631-8151/52 ; FAX: (632) 631-8080 , (632) 631-3

SEC REG. NO. 38683 |
04 April 2007

SECURITIES & EXCHANGE COMMISSION
SEC Bldg., E. delos Santos Avenue
Mandaluyong City

Gentlemen:

In compliance with Section 36 of the Revised Securities Act and on
the basis of the certification of our transfer agent, I hereby certify that there
has been movement during the month of MARCH, 2007 in the direct or
indirect beneficial ownership of the capital stock of THE PHILODRILL
CORPORATION, classified as “common stock” with par value of one
centavo (R.01) per share, of Directors, Officers or any stockholder of the
company owning five per cent (5%) or more of the paid-up capital of this
Corporation, particularly that of PCD NOMINEE CORPORATION
under the name of ATR SECURITIES INC. and ALAKOR
SECURITIES CORPORATION, as per transfer agent’s report.

Very truly yours

ADRIAN S. ARIAS

Corporate Secretary

Cc.:  Philippine Stock Exchange
Fidelity Stock Transfers, Inc.
File
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April 04, 2007

THE PHILODRILL CORPORATION
9" Floor, Quad Alpha Centrum

125 Pioneer St., Mandaluyong City

Attn: ATTY. ADRIAN S, ARIAS
Corporate Secretary

Subj: Beneficial Ownership of your Directors
Officers & Stockholders owning 5% or more

Dear Sirs:

Please be informed that during the month of March 2007 there has been movement of common stock
registered in our books in the name of PCD Nominee Corporation.

PCD reported to us on April 03, 2007 that two (2) PCD participants have shareholdings of 5% or more of
the total issued and outstanding shares of The Philodrill Corporation as of March 31, 2007, to wit:

Name of Broker Nationality No. of Shares Percentage (%)
1) Alakor Securities Corp. Filipino 9,705,717,200 6.323
2) ATR Sccurities, Inc. Filipino 9,043,586,635 5.891

Please requests Alakor Securities Corp. and ATR Securities, Inc. to accomplish and file herein
attached reports directly with Secarities and Exchange Commission in three (3) copies on or before 10
April 2007. If there has been other movement in the books of any of your Officers, Directors and other
Stockholders owning 5% or more of the total issued and outstanding shares, please request them to file
the report directly with SEC. A copy of each SEC report must likewise be filed with Philippine Stock
Exchange,

We enclose a list of your Directors, Officers & Stockholders owning 5% or more with the corresponding
number of sharehofdings and its percentages to the total issued and outstanding shares as of March 31,
2007 for submission every 10® of the month as required by Philippine Stock Exchange pursuant to
Section 7, Article XIX of the Listings & Disclosure Rules.

Thank you.

Encl: a/s

fdgm
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THE PHILODRILL CORPORATION )
QUAD ALPHA CENTRUM, 125 PIONEER, MANDALUYONG CITY, PHILIPPINES e Ty
TEL. NOS. 631-1601 TO 05 ; 631-8151/52 ; FAX: (632) 631-8080 , (632) 631-5310 - - \

SEC REG. NO. 38683 .
07 May=2007

SECURITIES & EXCHANGE COMMISSION
SEC Bldg., E. delos Santos Avenue
Mandaluyong City

Gentlemen:

In compliance with Section 36 of the Revised Securities Act and on
the basis of the certification of our transfer agent, I hereby certify that there
has been movement during the month of APRIL, 2007 in the direct or
indirect beneficial ownership of the capital stock of THE PHILODRILL
CORPORATION, classified as “common stock” with par value of one
centavo (R.01) per share, of Directors, Officers or any stockholder of the
company owning five per cent (5%) or more of the paid-up capital of this
Corporation, particularly that of PCD NOMINEE CORPORATION
under the name of ALAKOR SECURITIES CORPORATION, as per
transfer agent’s report.

Very truly yours

~

ADRIAN S, ARIAS
Corporate Secretary

Cc.: Philippine Stock Exchange
Fidelity Stock Transfers, Inc.
File
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JICS/DGM-07-255 STOLK TIARSTERS, ING,.
Ground Floor, Philex Bidyg , Philex Miuing Corp,
No 27 Rrixton var, Fairlang S15., Pasig City 1603
Tel. N, 634-04.81  Fax Nu. £35.98.97

May 04, 2007 Femail : 5@ compass.com.ph

THE PHILODRILL CORPORATION
9% Flir., Quad Alpha Centrum
125 Pioneer St., Mandaluyong City

Atn: ATTY. ADRIAN S. ARIAS
Corporate Secretary

Subj: Beneficizl Ownership of your Directors
Officers & Stockholders owning 5% or more

Dear Sirs:

Please be informed that during the month of April 2007 there has been movement of common stock
registered in our books in the name of PCD Nomiunee Corporation.

PCD reported to us cn May 03, 2007 that Alakor Securities Corporation a PCD participants had a
total of 10,744,417,200 equivalent to 6.999% of the total issued and outstanding shares of The
Philodritl Corporation as of April 30, 2007.

Please request Alakor Securities Corporation to accomplish and file herein attached report directly with
Securities and Exchange Commission in three (3) copies on or before 10 May 2007. If there has been
other movement in the books of any of your Officers, Directors and other Stockholders owning 5% or
more of the total issued and outstanding shares, please request them to file the report directly with SEC.
A copy of each SEC report must likewise be filed with Philippine Stock Exchange.

We enclose a list of your Directors, Officers & Stockholders owning 5% or more with the corresponding
number of sharcholdings and its percentages to the total issued and outstanding shares as of April 30,
2007 and a report on the Number of Sharcholders for submission within five (5) trading days after the
close of the each calendar month as required by Philippine Stock Exchange pursuant to Sec. 17.6
{Revised Disclosure Rules).
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JCS/DGM-07-306 STOLH TIRYSIEIS, 1Y
. Ground Floor, Philex Bldg , Philex Mining Cuip.
No, 27 Brixton oxu. Failane Sis., Pasig Ciry 1603
Tel. Nu. 634-04-01  Fax WNe. h35-98.97
June 04' 2007 E-mail : fani{@compass comnph

THE PHILODRILL CORPORATION
9* Fir., Quad Alpha Centrum
125 Pioneer St., Mandaluyong City

Attn: ATTY. ADRIAN S. ARIAS
Corporate Secretary

Subj: Beneficial Owuership of your Directors
Officers & Stockholders owning 5% or more

Dear Sirs:

Please be informed that during the month of May 2007 there has been movement of commeon stock
registered in our books in the name of PCD Nominee Corporation.

PCD reported to us on June 01, 2007 that Alakor Securities Corporation a PCD participants had a
total of 11,894,383,800 equivalent to 7.749% of the total issued and outstanding shares of The
Philodrill Corporation as of May 31, 2007.

Please request Alakor Securities Corporation to accomplish and file herein attached report directly with
Securities and Exchange Commission in three (3) copies on or before 10 June 2007. If there has been
other movement in the books of any of your Officers, Directors and other Stockholders owning 5% or
more of the total issued and outstanding shares, please request them to file the report directly with SEC.
A copy of each SEC report must likewise be filed with Philippine Stock Exchange.

We enclose a report on the number of its shareholders owning at least one-board tot each as of May 31,
2007 for submission within five (5) trading days after the close of the each calendar month as required by
Philippine Stock Exchange pursuant to Sec. 17.6 (Revised Disclosure Rules).

Thank you.

Very truly yours,

A=

=, Yt A |

C. CA
Consu or ion ,

Encl: a/s

/dgm
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771Xy THE PHILODRILL CORPORATION
W -7, QUAD ALPHA CENTRUM. 125 PIONEER, MANDALUYONG CITY, PHILIPPINES
§ i % TEL. NOS. 631-1801 TO 05 ; 631-8151/52 ; FAX: (632) 631-8080 , (632) 631-5310

SEC REG. NO. 38683
05 July 2007

SECURITIES & EXCHANGE COMMISSION
SEC Bldg., E. delos Santos Avenue
Mandaluyong City

Gentlemen:

In compliance with Section 36 of the Revised Securities Act and on
the basis of the certification of our transfer agent, I hereby certify that there
has been movement during the month of JUNE , 2007 in the direct or
indirect beneficial ownership of the capital stock of THE PHILODRILL
CORPORATION, classificd as “common stock” with par value of one
centavo (R.01) per share, of Directors, Officers or any stockholder of the
company owning five per cent (5%) or more of the paid-up capital of this
Corporation, particularly that of PCD NOMINEE CORPORATION
under the name of ALAKOR SECURITIES CORPORATION, as per
transfer agent’s report.

Very truly yours

/-

ADRIAN S. ARIAS
Corporate Secretary

Cc.:  Philippine Stock Exchange
Fidelity Stock Transfers, Inc.
File
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~ GENERAL INFORMATION SHEET (GiS) [ UL U207 @
P FORTHEYEAR_2007 Ny
- - STOCK CORPORATION RECORTH DIViSIg
GENERAL INSTRUGTIONS: il
1-WMWWMSGSWMBEWWNWW)WMYSMWMTE ANNUAL

'STOCKHOLDERS' MEETING. DO NOT LEAVE ANY IYEM BLANK. WRITE "N.A" IF THE INFORMATION REQUIRED IS NOT APPLICASLE TO
CORPORATION  GR "NONE™ [F THE INFORMATION IS NON-EXISTENT,
.IF.NO MEETING 5 HELD, WWM“WSWSWMWW@SWWMWMWOFWMWMW
THIRTY (30) CALENDAR DAYS FROM THE DATE OF THE SCHEDULED ANNUAL MEETING (AS PROVIDED IN THE BY-LAWS). HOWEVER, SHOULD
ANNUAL STOCKHOLDERS' MEETING BE HELD THEREAFTER, A NEW GIS SHALL BE SUBMITTEDFILED.
3. THIS GIS SHALL BE ACCOMPUSHED IN ENGLISH AND CERTIFIED AND SWORN TO BY THE CORPORATE SECRETARY OF THE CORPORATION.
4. THE SEC SHOULD BE TIMELY APPRISED OF RELEVANT CHANGES IN THE SUBMITTED INFORMATION AS THEY ARISE. FOR CHANGES RESULT
FROM ACTIONS THAY AROSE BETWEEN THE ANNUAL MEETINGS, THE CORPORATION SHALL SUBMIT ONLY THE AFFECTED PAGE OF THE G|
THAT RELATES TO THE NEW INFORMATION TOGETHER WITH A COVER LETTER SIGNED BY THE CORPORATE SECRETARY OF
CORPORATION. THE PAGE OF THE GIS AND COVER LETTER SHALL BE SUBMITTED WITHIN SEVEN (7} DAYS AFTER SUCH CHANGE
OR BECAME EFFECTIVE.
$. SUBMIT FIVE (§) COPIES OF THE GIS TO THE CENTRAL RECEIVING SECTION, GROUND FLOOR, SEC BLDG., EDSA, MANDALUYONG CITY. ALL
COPIES SHALL UNIFORMLY BE ON A4 OR LETTER-SIZED PAPER WITH A STANDARD COVER PAGE. THE PAGES OF ALL COPIES SHALL USE ONL
ONE SIDE. CORPORATIONS SUBMITTING A COPY OF THEIR GIS ONLINE OR VIA INTERNET SHALL SUBMIT ONE (1) HARD COPY OF THE GIS.,
TOGETHER WITH A CERTIFICATION UNDER OATH BY ITS CORPORATE SECRETARY THAT THE COPY SUBMITTED ONLINE CONTAINS THE EXACT]
DATA IN THE HARD COPY.

6. ONLY THE GIS ACCOMPLISHED IN ACCORDANCE WITH THESE INSTRUCTIONS SHALL BE CONSIDERED AS HAVING BEEN FILED.

7. THIS GIS MAY BE USED AS EVIDENCE AGAINST THE CORPORATION AND ITS RESPONSIBLE DIRECTORS/OFFICERS F(HAN’YVIOLATIONOﬁ
EXISTING LAWS, RULES AND REGULATIONS

,...;
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+ PLEASE PRINT LEGIBLY
CORPORATE NAME: "~ JOATE REGISTERED:
THE PHILODRILL CORPORATION
BUSINESS/TRADE NAME: 06/26/69
N/A
FISCAL YEAR END:
SEC REGISTRATION NUMBER:
38683 1December 31
DATE OF ANNUAL MEETING PER BY-LAWS: CORPORATE TAX
" month of Ma ' o AToM MAMBER
- y ¥ -000-315-61p
ACTUAL GATE OF ANNUAL WAEE TING: » WEBSTE/AURL ADDRESS:
June 20, 2007 . .
«Wp:ﬂodn.u_
Sth Floor, mmmmma..wm EMALL ADDRESS: du
{info@philodrill.
FAX NJMBER:
same " 631-8080
NAME OF EXTERNAL AUDITOR & IT3 SIGNING PARTNER: SEC ACCREDITATION NURBER (if | 3
1 epplicable): 631-1801 to 05
SV & Go. IJosecm:htnsG.c:uz N/A 631-8151/52
a i :
: Qil i
2] ;&% 2 Exploxat ion jom N/A N/A
INTERCOMPANY AFFILIATIONS
— PARENT CONPANY —BEC HEGISTHATION ND, ADDRESS
- N/A N/A N/A
[ SUBSIDIARYJAFRUATE SEC REGISTRATION NGO, ADDRESS
PentaCapital Investment Corp. AS093006947 10/F Act Tower, 135 Sen. Gil
' J. Puyat Ave., Makati City
RO USE ALCITIONAL SHEET IF NECESTRRY
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GENERAL INFORMATION SHEET

STOGK CORPORATION
PLEASE PRINT LEGIBLY ==
|[CORPORATE NAME:
TE THE PHILODRILY. CORPORATION
CAPITAL STRUCTURE
AUTHORIZED CAPITAL STOCK
TYPE OF SHARES * Wsm‘“ PAR/STATED VALUE No. dm‘uouxl‘n'mm)
oo | 22 PN Mg AN e, -
‘ TOTAL155, (00, 000, 000 TOTAL P
SUBSCRIBED CAFITAL
NUWBER OF
NO. OF SHARESIN |
NUMBER OF PAR/STATED % OF
FILIPINO| STOCK | TYPE OF SHARES* THE HANDS AMDUNT (PhP)
HOLDERS SHARES OF THE VALUE OWNERSHIF
i |__PUBLIC =
e -_iiﬁi-..'!’}! ...... 7.2.3.1@.&@?-------_.-. ﬂr.g!-_--- ﬂ.?;ﬁ.c.@l_z:_ﬁ ..... ..0..-.1'1%.-
----------------------------------- je e enecnan - - - e L T T LT T,
TOTAL /23, 661, AL ToTAL P| 7,236,612.35 0.473%
NUMBER OF
FOREIGN]| NoO.OF SHARES IN
(NpicATE BY| stock- | TYPEoF sSHaRES * m‘"’ VHE HANDS pmrm AMQUNT (PHP) W:E?;"P
NATIORALITY)| HOLDERS ' OF THE
_ PUBLIC *
(NN U - .. - +"+ S D,492,669 1 . ___.... O |B___54,96.69. . . | 0.0032
---------- 1 emeesserd asernceces anwwe P T r----------- L [ RS ——
Porcentago of Forelgn Equity TOTALD, 492, 669 [TOTAL TOTAL P 54,926.69 | 0,003% |
TOTAL SUBSCRIBED _P| 7,291,539.04 0.475%
PAID-UP CAPITAL
FILIPING s".%&‘ TYPEOF SHARES + | WUMBER OF PARISTATED VALUE AMOUNT (P1P) % OF
HOLDERS SHARES OWNERSHIP
........ m!'!_-ll- e 1'5.2.1:!'.6'.3&31 153.6..:-.“.!&].:...---. ﬂ;52.]u.633.-165. .m
'rom.ﬁ,lﬁ:i 31b, 536 YotaL Pl 1,521,633,165,36! 99, 13%
FOREIGN| KO.OF
NUMBER OF PAR/STATED VALUE AMOUNT (PHP) ow:l;;w
TR | X ) S #0,019.883.56_____ L .0.39%..
rom-cm.m.ﬁf YOTAL Pl 6,019 883 SA R.39%. )
JOTAL PAIDUP P 1.527.653.048.92199 52% |
— NOTE: USE ADDITIONAL SHEET IF NEGESSARY
" Common, Preferred or other classification
= Other than Dimciors, Officers, Shareholders owrting 10% of outstanding shams.
Page 2
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GENERAL INFORMATION SHEET

STOCK CORPORATION
- e PLEASE PRINT LEGBLY =
|CORPORATE NAME:
THE PHILODRILL CORFORATION
DIRECTORS { OFFICERS
TAX IDENTIFICATION NO.
NAME, NATIONALITY AND : EXEC. | (TIN) FOR FILIPINOS or
CURRENT RESIDENTIAL ADDRESS INCR | BOARD OFFICER! comm. |  PASSPORT NO. FOR
FOREIGNERS
C P::es:dqnt 132-017-513
M N/A 128-993-816
M N/A 100-717-372
M N/A 125-496-733
M N/A 125-114-467
M N/A 188-355-989
M Ep 100-717-285
8. HONDHIO A. FOBLADOR IIX
N I N/A 112-105-590
Telecomns Plaza, G.J. Puyat,|M.C
9. NICASTO I. ALCANTARA ' .
w N I N/A 105-252-527
) Bldg. , P. Tamo ‘Ext.,M.Q.
10, .E. " NAZAREA !
N | nA m’ 100-717-294
125 Piopeer, Mandaluyong City
V1. ALESSANDRO O. SALES .
Fil ino N N/A VE-Explo 106-208-128
i12. pnall?m_s._ ARIAS
N N/A -439-052
lg-lg%m . ptamd . / CoxSec 107
13,
14. s
15.

rNSI'RUC’TIONS:

FOR BOARD COLUMN, PUT "C" FOR CHAIRMAN, "M FOR MEMBER, "' FOR INDEPENDENT DIRECTOR.

FOR (NCR COLUMN, PUT ™Y [F AN INCORPORATOR, *W° [F NOT.
FOR STOCKHOULDER COLUNMN, PUT "¥™ (F A STOCKHOLDER, "W° IF NOT.

FOR OFFICER COLUMN, INDICATE PARTICULAR POSITION [F AN OFFICER, FROM VP UP INCLUDING THE POSITION OF THE TREASURER,

" GECRETARY, COMPLIANCE OFFCER ANDVOR ASSOCIATED PERSON.

FOR EXECUTIVE COMMITTEE. INDICATE “C” IF MEMBER OF THE COMPENSATION COMMITYEE; "A” FOR AUDIT COMMITTEE: *N° FOR NOMINATION
AND ELECTION COMMITTEE. ADDITICNALLY WRITE "C" AFTER SLASH (F CHAIRMAN AND "W [F MEMBER.

GIS_STOCK (v.2005)
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GENERAL INFORMATION SHEET

STOCK CORPORATION
==oo PLEASE PRINT LEGIBLY
CORPORATE NAME: THE PHILODRILL CORFCRATION
TOTAL NUMBER OF STOCKHOLDERS: RO, OF STOCKHOLDERS WITH 100 OR MORE SHARES EACH:
9,778

TOTAL ASSETS BASED ON LATEST AUDITED FINANCIAL STATEMENTS: g 592,453,022.00
’ STOCKHOLDER'S INFORMATION

SHARES SUBSCRIBED TAX (GENTIFICATION NO.
NAME, NATIONALITY AND - WOF | ANOUNT PAD | (100 FOR FLIIGS or
CURRE ADDRESS 3
) NT RESIDENTIAL TYPE NUMBER "mmup, o;pfpn- (PhP) ASSPORT
] 94,660,077 94,660, 077/00
lnmr]u.m.m‘ STORE, INC. 9,466,007, 00 6.29% .
i 000-325-972V
Quad Alpha Centrum
125 Pioneer, Mand.City TOTAL
2 WEALTH SECURTITES, INC. 9.526,090.00 | 9,526,090.)00
Pilipino 952,609,000 | 0.63%
PSE Center, Tektite Towex 000-330-678
Pasig Ciry TOTAL
3 TERESTTA DELA CRIE Pommon 6,621, 728.0( 6,621,
Filipino . 662,172, B0O 0.443
Ayala Alabang Village —T . 129-310-952
Mumtinlupa City TOTAL -
ry :
SAPPHIRE SECURITIES, INC, | 6,448,363, 0 6,448, 363.00
" FPilipino | 644,836,300 0.43%
Bankers Center 000-360-117 |
Ayala Ave. Mdkati City |TOA l
* IRAFALGAR ROLDINGS BHEL. , TNCE 3,930, 885,00 3,930, 885.00 |
L . 393,088, $00 0.26 .
000-192-318 |
5/F Quzd Alpha Centrum ST o
125 Pioneer,Mand. City : ;
* ALAFOR CORFORATION ' 2,140,335 00 2,140, 335.p0 E
Filipino 214,033,500 | o0.14¢ . !
9/F Quad Alpha Centxum | 000-175-116 |
125 Pioneer,Mand. City TOTAL
I F. YAP m Gonmen)| . 1. 165.751.“) 1, 165-751-”0 !
Filipino 116, 575. 0.07% |
2301 23/F PSE, Ortigas L ' 00D-333-165 !
Center, Pasig City TOTAL| :
TOTAL AMOUNT OF SUBSCRIBED CAPITAL i
TOTAL AMOUNT OF PAID-UP CAPITAL ‘

INSTRUCTICN. SPEC!FYMTOPZOSTOCTIGIOLDERSANDI@IGATEEE REST AS OTHERS
Note: wmﬁmmmmmunmmmmmemmmudwmummmm
| Attacl: separeto sheat, if necescsrry. : .

GIS_STOCK (v.2005) Page 4




GENERAL INFORMATION SHEET
STOCK CORPORATION

PLEASE PRINT LEGIBLY

Filipino
RCBC Bldg. ,Ayala Ave.

8 RCBC TRUST ACCT. §32-314-4

Makati City
. IMPERTAL DE GUZMAN 2OoMTon, 703, §74.00 703 s‘n.tro :
Filipino 70,387, 0.04¢ l
Greenfield Bldg. , 750 Shaw TOTAL 000-121-920 :
Blwl. ,Mandaluyong City i
Y. ALBERTO MENDOZA amon ! -1 B47_.761.37 127,164.20
Pilipino B4, 716,13) 0.055 |
569-952
1145 Aguilar, Tondo T 133- :
Manila [
' CUALOPING SECURTTIES, INC. [Rmon 564,268.00 0 564,268.90
- - M’ - .
Suite 1801 Tytana Plaza [Tovar 230-000-333-33;
Binondo, Manila . .
12z DAVID WUSON POIMmon 5]5.727.89 N 336,795.:!5
43 Tirad Poss cor. Sto.  [ovAL 101-500-365
Domingo, Quezon City
13
mmsmom'mas seourTEs PR 512,150.00 0034 512,150.40
815 Ortigas Bldg., Ortigas-—e—r 000-283-304
) Pasig City
4. PEREGRINE SECURITIES (ATR) 300,414.49} 12,330.40
Filipino 39-041-443 - 0.0Zé :
Tower I, Ayala Ave. : 320-000-168-67
Makati City ToTAL
TOTAL AMDUNT OF SUBSCRIBED CAPITAL |
* TOTAL AMOQUNT OF PAIDUP CAPITAL
INSTRUCTION: SPECIFY THE TOP 20 STOCKHOLDERS AND INDICATE THE REST AS OTHERS
INota: ﬁrmmwmmmummmmmmmgmmadwmdmmnmm
|Attach separate sheeat, If nocossary.
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GENERAL INFORMATION SHEET
STOCK CORPORATION
o PLEASE PRINT LEGIBLY -
lmﬁm THE PHILODRYLL CORFORATION : |
TOTAL NUMBER OF STOCKHOLDERS: freo- OF STOCIKHOLDERS WITH 100 OR MORE SHARES EACH: i
TOTAL ASSETS BABED ONLATEST AUDITED FS: 911, 552, 453, 022. 00 i
STOCKHOLDER'S NFORMATION 5
SHARES SUBSCRIBED . - mmmmm.{
NAME, NATIONALITY AND - wor | AMOUNT PAID | (TIN) FOR FILIPINOS or
CURRENT RESIDENTIAL ADDRESS e | sumBER ANOUNT | g PrP) PASSPORT NO. FOR
. (PHP) piye FOREIGNERS
> ALL ASTA SHOURITIES CURP. ] .207.286.25 229, 828.
- Pilipino 28,728,625 0.019%| '
All Asia Capital Centexr | - » 321-000-105-33
105 Paseo de Roxas TOTAL
Makati City
. caMPOS LANIZA & CO., INC, [oommon 215,743.40 172,561-30
Filipino T ~21,574, $A0 0.014%
Unit 2003-B PSE Centexr S . 000-155-524
Exchange Road, Oxrtigas | |TOTAL .
Center, Pm.lg C.l.tj'
""" INVESTORS SECURTTIES, M. : 214,384.26] - | 171,500.
Filipino 21,438,326 0.014
Exchonge Plaza, Ayala Ave.TovaL -
Makati City .
® §.B. GIMENEZ SECURITIES, INC./COMmoR "206,977.69 165,574.40
-Filipino 20.697.¥69 0.013y
2703-A Tektite Tower - : 000-329-646
-  FExchange Road, Ortigas TOTAL
Center, Posig City
" @O0 SECURITIES, INC. 162,981.76 130,381.60
Filipino 16,298,176 0.0
17/F BA Lepamto Bidg. : 320-000-159-14,
8747 Paseo de Roxas TOTAL
Makati City .
2. 5.J. ORTIGAS & CD., INC. loommeeh 105, 886. 00 J 105, 886. 40 j
Filipino 10,588, p 0.007: . |
Unit 28, 2/F- . a 470-000-161-90
The Calambian Tower [YOTAL
Ortigas Ave. ,Mand. City
21. OTHERS (Indicats the number of tho ] i
tockhotdors) . . 5,928,049.78 3.965.649.14 l
592,804,
TOTAL
TOTAL AMOUNT OF SUBSCRIBED CAPITAL 5 999 39589 o
. TOTAL ANGUNT OF PAID-UP CAPITAL __ [132, 788, 895479 |
ﬁﬁ—— — e ————
INSTRUCTION: SPECIFY THE TOP 20 STOCKHOLDERS AND INDICATE THE REST AS OTHERS ;
Nota: ermﬂmmmmﬁb&mmmhuﬁdﬂmmﬂmmﬁmﬂdmyeﬁudﬂnwwm H
sheat, if necessary. :
GIS_STOCK (v.2005) Page
—




STOCK CORPORATION

H. INVESTMENT OF CORPORATE AMOUNT (PP} DATE OF BOARD RESOLUTION
FUNDS IN ANOTHER CORPORATION
1.1 STOCKS N/A N/A
12 BONDS/COMMERCIAL PAPER (lssved N/A N/A
by Private Corporations)
13 LOANS/ CREDITS/ ADVANCES N/A N/A
14 GOVERNMENT TREASURY BILLS NA N/A
15 OTHERS
N/A N/A
2 INVESTNENT OF CORPORATE FUNDS IN ACTIVITIES UNDER ITS DATE OF BOARD DATE OF
SECONDARY PURPOSES (PLEASE SPECIFY:) RESOLUTION STOCKHOLDERS
RATWICATION
N/A N/A N/A
3. TREASURY SHARES % ASTO THE TOTAL
NO. OF SHARES NO. OF SHARES
(SSUED
N/A N/A

4, UNRESTRICTED/UNAPPROPRIATED RETAINED EARNINGS AS COF END OF LAST FISCAL YEAR

15. DIVIDENDS DECLARED DURING THE IMMEDIATELY PRECEDING YEAR:

TYPE OF DIVIDEND AMOUNT (PhP) DATE DECLARED
6.1 CASH N/A N/A
62 STOCLK N/A _N/BA
8.3 PROPERTY N/A N/A
TOTAL | P N/A N/A
{6. ADDITIORAL SHARES ISSUED DURING THE PERIOD:
DATE NO. OF SHARES ASMOUNT
N/A N/A N/A
[SECONDARY LICENSE/REGISTRATION WITH SEC AND OTHER GOV'T AGENCY:
[NAME OF AGENCY: SEC BSP 1c
ITYPE OF
LICENSE/REGN, N/A N/A N/A
DATE (SSUED: N/A N/A N/A
TE STARTED A A
R v ,.., e
TOTAL ANNUAL COMPENSATION OF | TOTAL NO. OF OFFICERSJTOTAL NO. OF RANK 81 TOTAL MANPOWER
DIRECTORS DURING THE PRECEDING FILE EMPLOYEES COMPLENMENT
FISCAL YEAR (in PhP)
P340, 000.00 7 18 25
[ NOTE USE ADDITIORAL SHEET TF NECESSARY, ]
GIS_STOCK (v.2005) Page 7
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I ADRIAN S. ARIAS , Comorate Secretary OF THE ABOVE-MENTIONED
(NAME) (POSITION)

CORPORATION DECLARE UNDER THE PENALTY OF PERJURY, THAT ALL MATTERS SET FORTH IN THIS GENERAL

INFORMATION SHEET WHICH CONSISTS OF ( 8 ) PAGES HAVE BEEN MADE IN GOOD FATH, DULY VERIFIED BY

ME AND TO THE BEST OF MY KNOWLEDGE AND BELIEF, ARE TRUE AND CORRECT. ,

| UNDERSTAND THAT THE FAILURE OF THE CORPORATION TO FILE THIS GIS FOR FIVE (5) CONSECUTIVE YEARS)
SHALL BE CONSTRUED AS NON-OPERATION OF THE CORPORATION AND A GROUND FOR THE REVOCATION|
OF THE CORPORATIONS CERTIFICATE OF INCORPORATION. IN THIS EVENTUALITY, THE CORPORATION HEREBY|
WAIVES ITS RIGHT TQ A HEARING FOR THE SAID REVOCATION.

DONE THIS DAY OF _ July 2007 IN Mandal City
A
(SIGNATURE}
CITY OF MANDRLUYORG
0 6sunsc:algusu AND SWORN TO BEFORE ME IN CITY/PROVINCE, PHILIPPINES ON
Jui 2 _ AFFIANT PERSONALLY APPEARED BEFORE ME AND EXHIBITED TO ME HISHER COMMUNITY
TAX CERTIFICATE NO. _ 05823929 ISSUED AT Mandaluyong City ON January 4. ;2007 .
(ELLLCRT /56 LT IRIATPADOR
NOTARY PUBLIC FOR P! CITYPROVINCE ©." yiup City
poc.No: _fi2 - Notarial Commissicn No. FOAUET s fa et Des 2007
PAGE NO. : Commission expines on December 31, ‘ e e s ey SHEES
BOOK NO. : Roll of Attorney Number PIR Mo den787 08507 s fuadiuyong City
SERIES OF 200 _: PTR No. VAU T S T ey P R
IBP No. @R ik Seatin 5 i"im; Si.
Office Address: - O, cer
e el Cliy
GIS_STOCK (v.2005) Poge 8
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FinanciaL HicHLIGHTS
{In Thousands of Pesos)

December 31
2006 2005 2004

FOR THE YEAR

Revenues from Petrolcum Operations 147,043 78,739 37.575

Investment Income 5,797 38,282 9,710

Interest and Other Income 11,458 16,518 13,018

Net Income (Loss) (175,766) 2,745 (308.282)
AS OF END OF YEAR

Total Assets 1,552,453 2,293,019 2,210,921

Current Liabilities 176,404 496,235 297,350

Noncurrent Liabilities 1,043 660 148,874

Net Worth 1,375,006 1,796,124 1,764,696

Authorized Capital 1,550,000 1,550,000 1,550,000

!ssued and Subscribed Capital 1,534,944 1,534,944 1,534,944




DEAR FELLOW STOCKHOLDERS:

e are pleased 1o submit your company's Financial
and Operations Report for the calendar year ended
Jecember 31, 2006.

Financial Performance

Your company’s revenues showed comtinued improve-
ment in 2006, ceaching F164.3 million from P133.5 million
i 2005. Revenue from petrolcum operations increased by
874 to P147.0 million on account of the sustained uptrend
in cride prices which more than compensated for the slighi
decline in erude production. On the other hand, equilized
income from investments dropped 85910 P5.8 million ducto
the discontinued equitization of your company's investument
in EDSA Properties Holdings, Inc. (EI'HE), following the sale
of our rermaining stockholdings in this company.

Costs and cxpenses for the year amounted to 173374
million compared with £130.0 million for the previous year.
The total amount for 2006 includes the P194.92 million foss
incurred on the sale of vur EPHI invesiment, the procceds
from which were used to repay a substaniial portion of your
company’s interest-bearing loans. This divestment was in
accordance with the mandate given 10 management to sell
some of your company’s non-oil assets 1o bring down the
level of outstanding obligations in ling with our abjective
of attaining a debt-free staius by the end of 2008. As a
consequence of this debi-reduction measure, total interest
cost in 2006 was slashed by mure than 50% from P48.6
million to P23.0 million. In contrast, expenses relaicd 10
peircleum operations increased by 6796 from PP53.8 million
1¢ F89.7 million mainly on account of the generally higher
level of expenses particularly fuel costs.

Due 10 the loss arising from the sale of the EPHE shares,
your company incurred a net loss of P175.8 million for the
year under review. However, we consider this loss as a
necessary consequence o a difficult but critical decision
which would siabilize 1he financial situation of your company
and art the same time lay the groundwork for recovery and
evenuual return to profitability.

Your company's 101al asseis stood at £1.55 billion as of
end-2006, lower by P740.5 million from the previous year's
level. The largest component of this decrease occurred in
the Investments account, for the carrying value of the 214.1
million EPHI shares that were sold, amounting 10 P731.9
million. OF this amount, P285.5 million represenied the
cash basis for the EPHI shares, while 1he balance of 1*446.4
million represented non.cash components such as goodwill,
equilized income and share in EI'HI's revaluation increment.
There was a reduction of P47.0 ‘million in the valuation
reserve on your company’s remaining listed shareholdings as
of end-2006 due to the uptrend in share prices.

Supplemeniary to the EPHJ divestment and in line with
our announced objective of generating funds with which to
bring down your company’s debt level, we collected almost
P48.0 million from your company’s existing receivables
and utilized most of the funds to settle a poriion of our

LETTER TO STOCKHOLDERS

outstanding accounts with creditors,

The positive effect of the measures that we implenented
is reflected in your company’s balance sheet which shows
a significant reduction of close to P320.0 million in toral
liabilities, from almost PS00.0 million as of end-2005 to
P177.4 million by end-2006. In 2005, your company's currcint
liabilities exceeded current asscis by #319.0 million; by end
of 2006, 1the gap had narrowed down to P45.2 million. As of
March 31, 2007, your company’s wsal obligations had been
funthes brought down to 122.0 million.

Stockholders’ equity as of yearend 2006 siood a
F1.38 billion, P421.0 milliun lower than the prior year's
tevel. The wwo factors that contributed 10 the decline consist
of the P175.8 million loss posted in 2006 and the 12949
million equity share in EPMI's revalumion increment which
was taken out from the books after the sale of the shares. As
mentioned earliee, due w 1he sitengihening of the equitics
market, there was a P47.0 million decicase in the valuation
reserve pertaining to our remaining listed stock investments,
which partly offset the cffect of the two items previously
mentioned.

Petroleum Operations

‘The Nido and Matinloc ficlds had a combined crude
production of 181,400 barrels in 2006, down by 13% from
last year. Adverse weather conditions and the natuml decline
of the production wells coupledt with the suspension of
Matinloc production to give way 1o the repair of the mooring
buoy, and also at Nide as the crude carrier underwent a
rc-accreditation process with Pilipinas Shell, conuributed
1o the decline in output. |However the continued surge in
crude prices more than made up for the lower volume, as
the average selling price of US$$55.91 per barrel in 2006
surpassed the 2005 average price by 23%. We are pleased 10
report that we closed 2006 with a healthy operating income
for the combined Nido-Matinloc operation which enabled
us 1o sustain the profit distributions that we have regularly
been making to our pariners since the time that we took over
the operatorship of SC 14 in 2004.

Qur Nido operation benefiled from the crude transpori
agreement that we negotiated with a local
shipping company in late 2005, which
generated fairly substantial savings in
transport costs as compared with the
terms of the shipping arrangement with
the previous carrier. However we enjoyed
this cost benefit only up to the end of the
one-year shipping contract in November
2006. The new charter rates in the renewal
contract, together with the attendant fuel : ] )
costs, are now substantially higherand his ‘».::'//
development will have a downside g
effect on the profitability of next f
year's operations. However we
are confident that with the
buoyant level of crude prices
and the measures that we are
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taking o stabilize producion, our operations will remain
viable.

In Matinloc, we succeeded in convincing the shipping
contractor 1 temporarily reduce its shipping rate to give way
for the full implemeniation of two important projects. These
involve the seiting up of an elfective fire control sysiem on
the platform and the rehabilitation of the cxisting buoy to
cnsure minimal disruption during crude lifting operations.
"The billing arrangement will revert 1o the ierms of Lhe existing
contract once the two projects have been fully funded,

The year under review saw a number of other important
pusitive developments in the other blocks of SC 14. The
Caloc 'roject under 1he operatorship of the Catoc Production
Company (GPC) cominued to make substantial progress
towards its objective of commencing crude producdtion early
nexi year M the initial rate of 17,500 barrels per day (BOI'D).
The overall development plan for the Galoc oillield together
with a six-month extended production test (EP'T) program
was approved by the Department of Energy, while the
Enviranmental Clearance Certificate (ECC} was granted by
the Department of Environment and Natural Resources.

‘The Galog development concept involves the drilling of
two horizontal development wells which will be ticd back 1o
a Noating production/storage offshore vessel {FPSO) facility
through a sub-sea pipeline. The drilling of the two wells,
each with a designed maximum production capacity of
15,000 BOPD, is expected within the third quarter of 2007,
GPC has awarded the contraas for the drilling rig, FPSO and
other facilities and will proceed with insiallation after the
drilling and completion of the production wells,

In order to ensure the smooth and unhampered
opcration of the project and preserve the harmonious
relavionship within the consortium, a new Joint Operating
Agreement {JOA) was drawn up and adopied by the
consortium, together with another important document
called the Block C Agreement. which defines the manner of
the distribution of the Galoc oil revenues among the partners.
The timely acquisition of the regulatory clearances as well
as the completion of the above documentation enabled
the project operator to pave the way for the unhampered
implememation of the development plan.

"Ihe Galoc 'roject cost budget stands a1 LIS$86.4 million,
but your company as a farming ouwl party will be carried
through 0 produciion by GPC, thus relicving us from the
heavy burden of otherwise funding our share of the cash
calls. Your company's post-farmout participating intercst in
Caloc stands at 6.4%, but with our acquisition of Phoenix
Gas & Oil Exploration Company on April 30, 2007 as will be
discussed later, your company’s effective equity in Galoc has
increased to 7.02%.

The West Linapacan block comtinued to receive
interesting farm-in proposals from potential investars. One
of the maost recent offers presenily under negotiation involves
a joint proposal from two foreign companics to undertake
a phased program leading to the eventual redevelopment
and revival of oil production from the West Linapacan
ficld. The negotiations appear 1o be making good progress
and if successfully concluded, could result in a farm-out
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arrangement quite similar to the one concluded for Galoc.
This means 1hat the farminees will provide full funding to
carry the farming out panies up 1o production start-up, with
pre-agreed lump-sum bonuses upon attainment of certain
milesiones. The redevelopment of West Linapacan and the
resubting revenucs will supplement the income which your
company will generate from Caloc.

In $C GA where your company owns a significant
equity interest, we are pleased to repon that we successfully
concluded our farm-outl negotiations with Vil GI'C
Investments, our major partner in the Caloc Project, which
led to the signing of the farm-in agreement on March 7,
2007. Under this agreement, Vitol will undertake at its sole
cost a phased work program consisting of a one-year de1ailed
technical evaluation of the contract area to be followed by
the drilling of one or two exploration/production wells if
the results of the siudy prove 10 be favorable, and finally
the implementation of the first phase of the development
program leading 10 oil production should the drilling be
successful. Linder the farm-in terms, Vitol shall acquire 70%
participating interest in the block and assume operatorship
should it decide 10 proceed with the drilling of the first well.
Parallel 1o this, Vitol will continue to study the viability of
developing the Octon [icld an a stand-alone basis, as well as
that of a joint Galoc-Octon development. We are optimistic
that the farm-out of the 5C 6A block would eventually lead
1o the future development and production of at least one area
of the $C 6A block over the medium-term. Your company's
projected post-farm-out equity of more than 13% together
with our share in the carried interest is expecied to yield a
fairly substantial share of future revenues,

Foltowing the Sulu Sea (SC 41) consortium'’s successiul
negotiation with Tap Oil Limited of Australia, the farm-in
agreement was signed in June 2006. The agreement provides
that Tap Oil will fund the cost of a 300 square kilometer (sq
km} 3D seismic program, estimated at U5$3.0 million, and
the cost of an option well in exchange for 58% equity and
the operatorship of the block. Tap OH's equity subsequently
increased to 85% following the withdrawal of a parner
which originally opied not 10 join the farm-out, but this
equity interest was reduced 10 509 after the eniry of another
foreign company, Salamander Energy 1td.. Your company’s
post-farm-out equity in this block stands at 3.4%.

Tap Oil subscquently increased the coverage of the
3D seismic to 600 sq km. At this writing, the seismic data
acquisition has staried and we expect the whole process up 1o
interpretation 1o be completed by year-end in fulfillment of
the consortium’s work commiiment for the current contract
year. The decision by Tap Qil with regard to their option to
drill a well is expected within the first quarter of 2008.

With regard to the onshere Mindoro area (SC 53),
we reported last year that your company retained our
participation in this block with a 22% interest together with
a Filipino group in exchange for 709 of our cost recovery
account and Filipino Panticipation Incentive Allowance
(FPIA) 10 Laxmi Orgonic Industries Lid. of Thailand. Laxmi
will extend a full cost carry 1o the Filipino pariners up 10 the
first mandatory well.




As pan of iis initial work progeam, Laxmi conducted
a geochemistry survey over certain prospect arcas of the
southwest Mindoro basin. Soil samples were collected and
analyzed in the Linited Siatcs using a proprictary microbial
method which detects the presence of hydrocarbon-oxidizing
microbes. Microbial anomalies have proven 10 be reliable
indicators of subsurface oil and gas. Laxmi has submitted the
final geochem survey report 1o the DOE.

Regarding the northwest Palawan deepwatcr project
known to us as the SWAN Block formerly under GSEC 83
and 86, we reported last ycar that the DOE had granted
certain service contracts {SC 57 and 58) to PNOC-EC whose
acreages oveelapped our SWAN block SC application which
was filed eardier. To resolve the overlap, your company has
proposed 10 PNOC-EC an arrangemenl where your company
would acquire a carried interest from PNOC-EC in SC 57 and
58 in exchange for giving 'NOC-EC a participating interest
in West Linapacan under SC 14. At this wriling, PNOC-EC s
in the process of evaluating our proposal.

We are pleased to report that after a careful study, your
company decided to purchase the outstanding capital stock
of alocal company, 'hocnix Gas & Oil Exploration Company
(PGO) whose sole assets consist of participating interesis
in certain petroleum service contract blocks in which your
company also betongs, These include Galog, West Linapacan,
Notth Matinloc and Tara under SC 4 and Bonia under
SC 6R. In addition, PCO is a carricd interest party in 5C
6A. We believe that the purchase of PGO presented a good
opportunity for your company 1o beef up its holdings and
potential revenue share in Nido, Matinloc, Galoc and Octon
by way of higher participating interest and increased coslt
recovery account. We are confident thai this invesiment will
pay of in a relatively short period of time and will benefit
your company in terms of higher share in ail revenues in the
immediate future.

Other Investments

Our shareholders have been long-informed of the plan

10 sell some of your company’s non-oil investments and 10

- wtilize the proceeds o pay down our existing debt. The sale
of your company's remaining stockheldings in EPHUowards
the middle of 2006 and in Anglo 'hilippinc Holdings
Corporation in early 2007 cnabled us Lo retire a substantinl
part of your company's interest-bearing obligations to banks
and other parties without having o place additional financial
burden on our sharcholders.

The past few years had scen your company experiencing
difficulty in servicing its obligations mainly from a relatively
low level of operating cash flows consisting of our oil
revenues and partly from the occasional cash dividends from
some of our equity investments. You will rccall that due to
this situation, we lost a large portion of our sharcholdings
in EPH} to a bank foreclosure in 2004. Under these
circumsiances, your company also found it necessary to issue
calls on outstanding stock subscriptions, even going o the
extent of foreclosing delinquent subscriptions so tha these
could be sold as treasury shares. The scriousness of your
company’s finzncial situation in the past was such that the

i
Letwer to Stockbolders
'

cxternal auditors expressed reservation aboutl your company’s
capability 1o coniinue operating as a going concern in their
audit repons covering the years 2003 to 2005. We are pleased
to report that due 10 the dramatic improvemem in your
company's financial condition coupled with the positive
outlook with regard to our petroleum projects, the audited
financial stalements for 2006 no longer carry this provision,

Your company continues (o maintain equity investments
in Penta Capital Investment Corporaiion, Penta Capital
Holdings Corporation and Atlas Consolidated Mining and
Development Corporation, including a number of smaller
shareholdings in certain listed companies. The Penta Capital
companies continue 10 be profitable and remain active
in its financing. money market and investment banking
operations. On the other hand, Atlas is well on its way towards
the rehabilitation and rcopening of iis Toledo copper mine
which used to be the [argest in Asia until it was shut down in
1994. Atlas has been making regular shipments of ore from
its nickel project in Palawan.

We inlend to maintain our remaining non-oit
investments as a counterbalance 10 the relatively risk-prone
business of oil cxploration. These investments do not
pose any cash drain on your company and as proven from
experience, could provide an important source of vital funds
when the need arises.

Summary and Outiook

Your company now faces the future with much renewed
confidence and optimism. The debt-reduction measures that
we have implemented have immensely relieved the sirain
on our financial resources and have resulted in substantia)
savings in interest cost. We have successfully farmed owut
most uof our petroleum projecis under favorable terms where
your company will be carried through the agreed work
programs without any funding obligation on our pan. More
importantly, we expect the Galoc field and hopefully, Octon,
1o generile relatively sizeable revenues for your company in
the near future, The strong positive shifl in outlook is clearly
reflected on the market price of the shares of your company,
which had incrcased considerably since the early pant of
2006 up 10 this writing.

Through the difficult times in the past and now as we
look forward (o the bright prospects ahead, we remain ever
thankful 1o our shareholders for their continued suppon, to
our dircctors fur their guidance and counsel, to our officers
and staff for their loyalty and dedication, and to our Lord, for
His unceasing grace.

' -
(7 { @ PR
ALFREDO C. RAMOS
Chairman and Mresident

May 15, 2007
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PcTrROLEUM PROJECTS

1.0 SERVICE CONTRACT NO. 6A {Octon)

PHILODRILL, in jts Exploration Operations Review
for 2005, reported Vil GPC Invesiments (Viiel GPC)
expression of interest to farm-in into the Octon Block with
the vision of integrating the field’s development with the
ongoing Caloc development. A drafi facm-in agreement was
eventually prepared by Vil GI'C and subminted for review
by the Octon consortium,

Even while waiting for the farm-in ncgotiations 10
commence, Viol GPC already embarked on a robust
geophysical and geological study ol the Octon Field, which
started with a preliminary review of the available data
including an examination of the Octon cores siored at the
Department of Energy (DOE) Data Center, The care review
was crucial in understanding (he apparcm failure of the
Qcion - 3 10 flow oil during tests despite the encouraging
hydrocarbon indications from drilling and wireline logs,

In Qcober 2006, Vitol GI'C reported the completion
of their G & G studies including, among others, the full 30
scismic data interpretation of the Octon structure, static and
dynamic reservoir modeling, advanced core studies, and
preliminary concepiual welt and facilities design for the
Octon Ficld based on a single direciional well. They also
commissioned an independent 1echnical audit of 1heir work
to firm up their reserves figures. Vitol GI'C had accomplished
these activities at their sole cost of over LIS$200,000.

The reservoir models point 1o a proven area, the North
Ccion, and an area of additional poteniial, South QOcton.
The field’s deterministic in-place volumes range from 14.9
w 18 million barrels (low 10 most likely case) coming
from the North Octon. The farminee is also confident that
hydrocarbons will also be found in the South Oclon. Based
on the results of the core stuclies, the Ocen-3 area could also
have an upside potential. All the areas examined are also
belicved 1o contain significant volumes of gas.

From their studies and models, Vito! GPC had idenified
differei commercial options for the Octon Field, all of which
involve @ joint Qcton - Galoe development. Unfortunaiely,
these options give preferentia) advamage to the Galog Field
in wrms of preject start-up, development set-up, access
to or use of facilities, services contrmcts {e.g. drilling 1ig)
and payment of tariffs. Vitol GIPC also came up with an
estimated capital expenditure requirement for developing
the field which was too high and unfavorable for a join field
devetopment. Vitol GI’C, however, siifl sees the potential
for an Octon development and will also look for low-cost
stand alone options, such as jack-up and barge concept, dry
wellhead, less dependence on Nowlines, among othets,

In November 2006, the farminee submitted a revised
farm-in proposal expressing their desire 1o continue 10
optimize the Ocon development options, and in tandem,
to re-focus on exploration of other arcas owside of the
Octon arca and come up with a drilling prospect within a
year's time. The farm-in agreement was finally signed in
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March 2007 and eventually submitied for approval 10 the
Deparunent of Energy where it remains pending. Mcanwhile,
Vitol GI'C continues with their iechnical evaluation program
for the whole SC 6A Block.

2.0 SERVICE CONTRACT NO. 6 (Cadlao)

PHU.ODRILL resigned as operator of 1he Cadlao
Block effective February 3, 2006. As a non-voting carried
interest panty, it would be inappropriate if PHILODRILL
continues to be the operator. QOriental Petroleum & Minerals
Corp. {Oriental) with 55.0563% participating interest was
eventually designated as the new block aperator.

As the ncw operalor, Oriental continued promoting the
block 1o potential partners. During the 3* quarier of 2006,
Oriental signed a confidentiality agreement with a potential
farminee and facilitated the data relcase for the laner's
technical and legal review of the Cadlao Block.

3.0 SERVICE CONTRACT NO. 6B [Bonita)

Negutiations between Basic Petroleum and Mincrals,
Inc., now Forum Energy Philippines Corporation (Forum
Energy] and the Bonita Consortium continued in 2006.
Forum Energy offered 10 conduct, at their own expense,
seismic and sub-surface studies 1o firm up the recoverable
reserves cstimate and forecast potential production rates
from the Bonita Ficld. The Bonna - 1 well, drilled in 1989,
flowed at a maximum raie of 1,077 barrets of oil per day
during tests.

As of time of writing, the Bonita Consortium had yet
to receive indications from Forum Energy whether they will
proceed with their farm-in offer. Block operator PHILODRILL
continucd to promote the area for possible farm-in.

4.0 SERVICE CONTRACT NO. 14 (Nido and Matinloc
Production Blocks)

Operations Review

The combined oil production from the Nide and
Matinloc Fields totaled 181,401 barrels in 2006, a decrease of
12.97% from the fields’ combined output of 208,445 barrcls
in 2005, The significant decrcase was due largely 1w 1he
shutdown of both fields during certain periods of the year
due 1o operational constraints such as frequent inclement
weather and the dry-docking of the transport vessel in use.
On March 30, 2006, production operations at the Matinloc
Field werc temporarily suspended 10 pave the way for the
rehabilitation of the mooring buoy; operations resumed on
May 20, 2006. A1 the Nido Field, operations were suspended
in April and May due o the off-hiring of the chartered vessel
pending re-accreditation by the crude buyer. “The sicady
decline of the Matinloc rates also contributed 1o the decrease
in 1otal production for the year.

The consoriium completed a 1otal of nine (9) shipments
from the two fields in 2006, all with Dilipinas Shell Petroleum




2006 Crude Oil Production Summary

{in barrels)

Nido | Matinloc | 2006 Total | 2005 Tatal
January 12,507 5920 18,427 27,628
February 14,965 3,252 18,217 12,690
March 11,087 4,873 15,960 8,005
Aprit 0 0 o] 2329
May 0 5.072 5,072 24,490
June 14,288 8,906 23,194 23,026
July 13,909 5400 19,309 9449
August 13,766 4,108 17,874 15870
September 0 5,757 5,757 5185
October 14,016 5.674 19,690 25,864
November 12,40 7.050 19,451 21,629
December 12,678 5772 18,450 11315
Total 119,617 | 61,784 181,401 | 208,445

Corporation (Shell} with whom the consortium signed
another one-year crude oil sales agreement up 10 November
2007. The consortium is committed to deliver 10 Shell a
nominated volume of 200,000 bbd of crude, subject o & 10%
operational tolerance. The consortium likewise renewed its
contract for carriage with Delsan Shipping for the wransport
and delivery of the Nido crude, co-terminus with the Shell
sales agreement.

PHILODRILL continued the implementation ol a
number of projects aimed at increasing production and
mitigating operational hazards a1 the fields. Repair works on
the platform deck and pipclines were completed during the
carly pant of the year. We have pushed for the immediate
completion of the fire deluge system upgrading at the
Matinloc platform. Over at the Nido Field, a new ihrce.
phase pump system will be instailed for the Nido B wells. A
contractor for the pump system has been selected. Fabrication
and installation of the pump system will be completed in
about 30 weeks. PHILODRILL also studied the possibility of
putting the Pandan field back into production 1o make up for
the steady decline in the Matinloc output. However, results
were marginal at best.

Nido 1X1 Proposal

In October 2006, I'HILODRILL received a farm-in
proposal for 1he possible drilling and development of the
Nido 1X1 structure. Venturoil, a start-up company, proposed
to carry the SC 14A consortium through a phased program of
geophysical and geological siudies, drilling and development
of the Nido 1X1 structure, to be carved out from the 5C 14A
{Nido Block). Since then, PHILODRILL has provided
Venturoil with daia on the Nido X1 structure. They are also
currently reviewing data on the other areas of 5C 14 and the
Cadlao area under the cover of confidentiality.

Philippines-Cities Service, Inc. drilled the Nido 1X1 well
in 1979, which flowed oil and associated water during tests.

5.0 SERVICE CONTRACT NO. 14 C-1 (Caloc)

The vyear under review saw  major  Progressive
developments concerning the Galoc Project. Block operator
Galoc Produciion Company (GPC) started the year with
the apening of its Singapore office on January 3, 2006. As
the operations hub, most of the evaluation works, projcct
tendering processes and monitoring will originate (rom the
GPC Singapore office.

An important insteumient that was secured by the
consortium tast year is the approval by the DOE of the Galoc
Plan of Development { 'O} for the project. The Galo¢ POD
is anchored on a 2 horizomal well development program,
with a sub-sea tichack to a {loating production and storage
facility. On March 15, 2006, the DOE approved the POD,
subject to the execution of an extended production test
{EPT) agreement between the DOE and GPC. A six-month
EPT agreement was submitted 10 and evenwally approved
by the DOE in August 2006, thus formally completing
the DOE's approval of the Galoc Project. Additionally,
the Depariment of Environment and MNatural Resousces
through the Environmenial Management Bureau, granted
the Environmental Compliance Certificate 10 the Galoc Area
Development which also covers the Octon Field in 5C GA.

A new Joint Operating Agreement that will govern the
SC 14C-1 Block affairs was also approved and adopied by
the consertium on September 12, 2006 afier several months
of discussions and negotiations among the consoriium
members. Another important document, the Block C
Agrecment, was also approved and signed during the year.
The Block C Agreement defines the distribution to all partics
of the revenues from 1he Galoc ficld production,

For the most part of the sccond semester of 2006, GI'C
focused on reviewing tenders. negotiating and awarding
comracts for the various aspecis of the Galoc Projecy,
particularly for the drilling rig. wbulars and sub-sea facilities
and produciion/siorage vessel. CI'C signed a deal with Jet
Drilling for the use of the drillship “Energy Searcher” for
the drilling of an initial 1 pilot well and 2 production wells
in the Galoc Field. In addition, the operator awarded the
well engineering, procurement and construction contract to
Advanced Well Technologies while thecontract forthe floating
production, storage and offloading vessel was awarded 10
Rubicen Offshore for the “Rubicon Intrepid® 1anker. GP'C is
currently finalizing the contract for the installation of subsea
equipment while the fabrication of the mooring-riser system
and process equipmeni is ongoing.

Development drilling at the Galoc Field is expected
to start in mid-August 2007. Each of the contemplated
horizonial well is expected to have a production capability
of 15,000 barrels of oil per day (ROPD) but GPC plans to
control production fate 1o an initial production plateau of
17.500 BOP D for the first 12 - 24 months, First oil is currenily

ANNUAL REPORT 2006




scheduled for the 14 quarter of 2008,
I'HILODRILIL, holds a 6.398% carried participating
interest on the Galoc Bluck,

6.0 SERVICE CONTRACT NOQ. 14 C-2 (West Linapacan)

In January 2006, Nido I'etroleum expressed inicrest
to farm-in into 1he West Linapacan Block by submiiting a
farmi-in terms sheet Lo be the basis for a heads of agreement
pursuani to which a farm-in agreement maybe prepared and
pursued. At almost the same period, the West Linapacan
consonium also received an expression of interest from
Framework Capital Solutions (Framework), a Singaporce-
based company acting as arranger for a multi-sirategy US-
based fund imerested in investing in the re-development of
the West Linapacan Ficld, Framework had atready stareed
discussions with PNQC-EC, which also expressed interest in
participating in the projea.

Upon careful review and evaluation of the proposals, the
consoriium gave priority to the farm-in offer of Framework,
The initial work program being offered was for a series of
geophysical and geological studics at the end of which the
farmince would decide whether to continue with the re-
activation of 1he ficld or not. Framework formalized their
offer witha presentation ofltheir work program in March 2006
and the submission of a drali Memerandum of Agreement
(MOA) for the consortium’s review and consideration.
Under the proposed MOA, Framework will pay 100% of the
farming out parties’ share of the G & G costs up to the first
commercial oil 1o earn 75% of the farmors’ equity.

During negotiations, some of the partners expressed
non-interest in the farm-in proposal. Despite this, Framework
expressed willingness to negotiate with the farming out
partics. As a gesture of their seriousness with their farm-in
offer, they commissioned an independent study to evaluate
the West Linapacan Ficld.

In December 2006, Framework hacked out of their farm-
in initiative, They cited as reasons the resulis of the Gafiney
= Cline study that point to the very high technical risks
involved in the re-activiiion of the West Linapacan Field.
Also, the recemt changes in the 1op management of their
technical partner PNOC-EC, whose key persons they were
initially dealing with have since resigned and been replaced.
added 10 the already difficult course of negotiations with a
number of conseriium members.

In Yanuary 2007, US-based Pitkin Petroleum Limited
and the Singapore-based Pear] Energy Limited subminted a
joint farm-in proposal for West Linapacan Block for 1hem w
Lot 70% panticipating interest i exchange for carrying the
farming-out parties in the drilling of one exploration well.
PHILODRILL was authorized to give a counter-proposal 1o
the farminees patterncd after the Galoc deal, thai is, a full
carry to first oil for 75% participating interest.

PHILODRILI, also received expressions of interest
from Yilgarn Gold Limited of Australia 1o evaluate the West
Linapacan Block. Eventually, Yilgarn and Pearl Energy decided
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not to pursue their interest while Pitkin submined their
revised farm-in propesal for the partners’ consideration.

Pitkin’s farni-in proposal is essentially 2 multi-phased
appraach 10 exploring the polential of the block and
developing existing and, if discovered, new fields in the area,
For I'hase 1, Pitkin offered to conduct 3D seismic reprocessing
and interpretation, penrophysical and stratigraphic studies
and reservoir enginecring, among others. Phase 2 includes
the drilling of 1 well, sub-sea facilities inspection and reserves
re-certification which are all at the discretion of the farminee.
Phase 3 of the proposal will involve the developmeni of |
(ield up o commercial “first 0il”, again the conduct of which
is at the discretion of the farmince.

The SC 14 partners have held and continue 1 hold
meetings 10 discuss and agree on the merits of the Pitkin

praposal.

7.0 SERVICE CONTRACT NO. 41 (Sulu Sea)

In early 2006, the SC 41 Consortium received separate
farm-in offers from Tap Oil of Ausiralia, Mitra Energy out
of Kuala Lumpur and Pearl Resources, based in Singapore,
and Burgundy, a local firm. On the basis of their individual
programs for the Sulu Sea Rlock, the consortium chose Tap
Qil because they offered the more robust work program.

Tap Qil initially offered 10 pay 100% of the farmors’
share in a 300 sq km 3D scismic data acquisition, proccssing
and interpretation program, at an estimated cost of
LIS$3M, and a full carry lor an option well 10 earn 76% of
the farmors’ equity, This will give Tap Qil about 58% cquity
and 1he operaworship of the block. The block operator Basic
Petroleum opted not to farm-down their equity. For its pant,
PHILODRILL offered 10 farm-oun pan of its original 16.529%
equity share in the block.

Tap Qil's entry into the Sulu Sea Block was formalized
on June 23, 2006, the daw their farm-in became effective.
Rasic Petroleum {which later on was bought out by Forum
nergy) eventually turned over the operatorship of the block,
As the new operator, Tap Oil submitted the Contract Year 9
Work Program and Budget outlining the key aaivities for
Ycar 9, which included a prospectivity review of the whole
block prior to the comemplaed 3D seismic data acquisinion,
‘They also staried evaluating submitted tenders from different
geophysical contractors.

In Seprember, Forum Energy withdrew from the SC 41
consortium, with their entire intcrests assigned to Tap Qil.
PHILODRILL twgether with QOriental Petroleum, Anglo
Ihilippines Holdings Comp., South China, Philex Mining and
Southwest Resources, are now the “cominuing parties” with
their respective interests, prior o Forum's exit, mainiained.
PHILODRILL now holds a 3.398% carried interest on the
Subu Sea Block.

the programmed 3D survey caverage of 300 sq km
was increased to not less than 600 sq km to allow Tap Oil
10 mawre leads in the northeasi ponion of the block. With
the expected increase in data volume 1o be generated by the




survey, Tap Oil requested for and was granted by the DOE in
fanuary 2007 an cxiension of the Contract Year 9 by a period
of 12 months ending on 10 May 2008 and a corresponding
extension of the Contract Year 10 until 1G:May 2009. The DOE
likewise approved the deferment of the 25% relinquishment
of the original arca after the conclusion of the 3D seismic
data interpretation, as Tap Qil requested. but not luter than
the end of 2007,

In February 2007, Tap Oil cniered inlo a farm-out
agreement with Salamander Energy Ple, carning for
Salamandera 35% imcrest in SC 41 by contributing tothe cost
of the forward work program including the planned seismic
daa acquisition and processing. ‘Tap Oil rawained 509 of its
original carned 85% interest, as well as the operatorship of
the block.

Tap OQil and Salamandcr commenced their 3D
acquisition last May 7, 2007 with CGG Verias as contracior
using the scismic vessel M/V Voyager.

8.0 SERVICE CONTRACT NO. 53 {Onshore Mindoro)

‘The DOE approved on February 22, 2006 the
articipation Agreement (PA), which PHILODRILL executed
with Laxmi Organic industrics Lid, (Laxmi) in August 2005,
Prior 10 the DOE approval of the PA, 'HILODRILL had
secured the panicipation of Anglo Philippines Holdings
and Basic Consolidated to the extent of 5% and 346 intecest,
respectively, PHILODRILL retained 1he 22% ol the original
30% participating intcrest it earned under the agreement.

Early last year, Laxmi embarked on a robust program
siarting with the retrieval of vintage carly ‘80s seismic field
data, the interpretation resulis of which werce to be integrated
with the results of the ongoing geochemistry study of the area.
The aperator likewise acquired and imerpreted proprietary
remote sensing data with the initial results used to design the
geochemistry survey. For the geochemisiry program, lLaxmi
contracied Geo-Microbial Technologics {GMT), a company
based in Oklahoma, LISA, to conduct extensive geachemical
sampling in SC 53, The survey commenced last October 22,
2006 and was temporarily suspended on December 13, 2006
pending the analyses results of the collected field samples.
Around 2,015 soil samples were collected in Areas A, B, C
and D located in southwest Mindoro basin within the thrusi
beli area. These samples were analyzed in the LS using the
propriciary Microbial Oil Survey Technique, developed by
GMT for Phillips Perrolewm more than 30 years ago and
which has gained relatively high globat success rale in terms
of commercial pewoleum discoveries.

Laxmi is currently integrating the resulis from the
recently completed geochemical survey with geological and

I"ctrafeum Ceajects

geophysical data. The initial resulis of the integrated studies
validated a lot of the prospects previously identified in
Onshare Mindoro, Laxmi recently presented the resulis of
the completed works to the DOE and is currently negotiating
for the acceptance of these studies as compliance with the
outstanding work obligations of the consortium for the
block. '
Meanwhile, Lundin Petroleum expressed interests on
the Onshore Mindoro block and has signed a confidemialiry
agreement with Laxmi. Represeniatives of Lundin visited
Manila in March to begin due diligence work on the block.

9.0 SWAN BLOCK (Deepwater Northwest Palawan)

The DOE awarded Service Contract Nou. 58 - Wesi
Calamian Block 10 PNOC-EC in January 2006. The contract
covered the southwestern half of the long-pending SWAN
Block application submitted to the DOE by I'MILODRILL
on behalf of the SWAN Block Consortium. The DOE had
earlier awarded to PNOC-EC the §C 57 - Calamian Block
that covered the rest of the SWAN area.

As these events were developing the consortium had
been in communication with the DOE expressing its concern
for the apparent inadtion of the DOE on its application,
including the consortium's initiative to convert the GSEC
application into a full SC application, The consortium
also explored the possibility of negotiating with PNOC-
EC on the participation of the group in their exploralion
of the area, which PNOC-EC had wrned down, More
recent communications from the DOE failed 1o sufficicntly
explain different unresolved issues, which the consortium
continuously asked for judicious resulution.

In January 2007, lead applicant PHILODRILL wrote
PNOG-EC 10 ask for the consortium’s inclusion as carried
partners in the block. Under the proposed participation
agreement, PHILODRILL will gov 15% carricd interest in
each of SCs 57 and 58, to be taken {rom the carricd interest
that PNOC-EC had negotiated with their foreign pariners.
In exchange. PHILODRILL will assign to PNOC-EC 5%
panticipating interest in SC 14 C-2 West Linapacan Block, One
advantage of the proposed arrangement is that both the SC
57 and SC 58 consortia will gain [fom the cost recovery pool
of about LIS$23 M that the SWAN Block will be contributing,
as well as gain access to PHILODRILL's extensive database on
the SWAN Block.

As of time of writing, PNOC-EC continucs 10 conduct
their evaluation studies on 1he Wesl linapacan block to
valuate the 5% West Linapacan equity to jusiify the 15%
equity that they will give up in return to thc SWAN Block
Consortium,
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STATEMENT OF NMANAGEMENT'S RESPONSIBILITY FOR
FiNaANCIAL STATEMENTS

The management of The Philodrill Corporation is responsible for all information and
representations contained in the financial statements for the years ended December 31, 2006,
2005 and 2004. The financial statements have been prepared in conformity with generally
accepted accounting principles in the Philippines and reflect amounts that are based on the
best ¢stimates and informed judgment of management with an appropriate consideration to
materiality.

In this regard, management maintains a system of accounting and reporting which provides
for the necessary internal controls to ensure that transactions are properly authorized and
recorded, assets are safeguarded against unauthorized use or disposition and liabilities are
recognized. The management likewise discloses to the company's audit committee and 1o its
external auditor; (i) all significant deficiencies in the design or operation of internal controls
that could adversely affect its ability to record, process, and report financial daa; (ii) material
weakness in the internal controls; and ({iii) any fraud that involves management or other
employees who exercise significant roles in internal controls.

The Roard of Directors reviews the financial statements before such statements are approved
and submitted 10 1he stockholders of the company.

SyCip Corres Velayo & Co., the independent auditors appointed by the stockholders, has
examined the financial statemems of the company in accordance with generally accepied
auditing standards in the Philippines and has expressed its opinion on the fairness of
presentation upon completion of such examination, in its report to the Board of Directors
and stockholders,

Signed under aath by the following;:

o /—l‘_ﬁ
ALFREDO C. RAMOS
Chairman of the Board{Chief Executive Officer

REYNALDO E. NAZAREA

Chicf Financial Officer

E] The Philodritl Corporation
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REerPORT OF [NDEPENDENT AUDITORS

The S1ockholders and the Board of Directors
The Philodrill Corporation

8ih Yloor, Quad Alpha Centrum

125 Pioneer Streer, Mandaluyung City

We have audited the accompanying financial statements of The
Philodril! Corporation, which comprise the balance sheeis as
at December 31, 2006 and 2005, and the related statements of
income, statements of changes in equity and statements of cash
flows for each of the three years in the period ended December
31, 2006, and 2 summary of significant accounting policies and
other explanatory notes.

We did not audit the 2005 and 2004 financial statememis of EDSA
Properties Holdings Inc. (£PHI) and PemaCapital Invesinrent
Corporation (PentaCapital), the investments in which are
reflected in the financial statements under the equirty method of
accounting. The investments in EPHI and PentaCapital represent
about 39% of the Company’s total assets as of December 31,
2005, and the equity in their net earnings represent about 30%
and 16% of wotal revenues in 2005 and 2004, respeciively. Those
statements were audited by other auditors whose report has
been furnished to us, and our apinion, insofar as it relates to the
amounts included for EPHI and 'emaCapital, is based solely on
the report of the other auditors. The other auditors report on
PentaCapital was qualified with respect ta the matters discussed
in Note 9 to the financizl statements. As stated also in Note 9,
the Company adjusted the financial statements of PentaCapital
to conform to Philippine Financizl Reporting Standards,

Management’s Responsibility for the Financial Statements
Management is responsible for (he preparation and fair
presentation of these financial statements in accordance with
Philippine Financial Reponiing Standards. This responsibility
includes: designing, implementing and maintaining internal
control relevant to the preparation and fair presemation of
financial statements that are free from material misstatements,
whether due to fraud or error, selecting and applying appropriate
accounting policics; and making accounting estimates that are
reasonable in the circumstances.

Auditor’s Responsibility

Our responsibility is to express an opinion vn these financial
statements based on our audits. Except as discussed in the
following paragraph, we conducted our audits in accordance
with Philippine Standards on Auditing. Those standards require
that we comply with ethical requirements and plan and perform
the audit 1o oblain reasonable assurance whether the financial
statements are free from material misstatement.

An audit involves performing procedures 1o obiain audit evidence
about the amounts and disclosures in the {inancial stailements.
‘The procedures selected depend on the auditor's judgment,
including the assessmenti of the risks of material misstatement of
the financial staiemenis, whether due o fraud orerror. [nmaking
those risk assessments, the auditor considers internal control
relevant 10 the entity’s preparation and fair presentation of the
financial statements in order to design audit procedures that
are appropriate in the circumsiances, but not for the purpose of
expressing an opinion on the effectiveness of the entiry’s intecnal
control. An audit also includes evaluating the appropriateness of

gSGV & Co

accounting policies used and the reasonableness of accounting
estimates made by managemen, as well as evaluating the overall
presentation uf the financial statements.

We believe that the audil evidence we have obiained and the
report of other auditors are sufficient and appropriate to provide
basis for our audit opinion.

We were unable to perform sufficient additional procedures on
the {inancial statements of PentaCapital Holdings, Inc. (Penta
Holdings) and we were unable 1o saiisfy ourselves by means
of other auditing procedures on the carrying amount of the
Company’s invesiment in Penta Heldings of P43.6 miltion and
r42.3 million as of December 31, 2006 and 2005, respectively,
and the corresponding equity in net earnings (losses} of P1.2
million, (P2.4 million) and P03 million in 2006, 2005 and
2004, respectively.

QOpinion

In our opinion, based on our audits and the reports of other
auditors, except for the effects on the finandal swtements of
such adjustments, il any, as might have been disclosed had
we been able 10 perform sufficient additional procedures, and
satisfy ourselves as 10 the investment in and equity in ne1 losses
or net earnings of Pema Holdings as discussed in the preceding
paragraph, the financial statements referred to above present
fairly, in all material respects, the financial position of The
Philodrill Corporation as of December 31, 2006 and 2005, and
its financial performance and is cash flows for the three years
in the period ended December 31, 2006 in accordance with
Philippine Financial Reporting Standards,

As discussed in Note 2 w 1he financial statements. the suspension
of production activities in the West Linapacan oilfields raises an
uncertainty as 10 the realization of unamortized costs of wells,
platforms and other facilities, and deferred oil exploration costs
incurred in connection with the Company's participation in
the acquisition, exploration of petroleum concessions which
are dependent upon the development of the Caloc area and
other areas under Service Contraat 14, as well as the ability of
the different consortia 0 mature certain prospects in the other
contract areas.

SYCIP GORRES VELAYO & CO.

AW A SN

. Carlitos C. Cruz
Pariner
CPA Cerlificate No. 49053
SEC Accreditation No. 0072-AR-]
Tax Identification No. 102-084-648
TR No. 0266538, lanuary 2, 2007, Makati City

April 26, 2007
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BAaLaNCE SHEETS

December 31
2006 2005
ASSETS
Current Assets
Cash and cash equivalents {Note 5) £5,239,364 £8,692,3513
Receivables - net {(Note 6) 78,609,623 100,011,426
Crude oil inventory 12,409,228 1,954,754
Advances (o related companies (Noie 18) 34,852,062 66,180,434
Other current assels 135,167 166,611
Total Current Assets 131,245,444 177,005,578
Noncurrent Assets
Deferred oil exploration costs - net {Notes 2, 7 and 11) 807,168,493 805,248,819
Investments in associates (Note 9) 203,337,072 929,398,112
Property and equipment - net (Notes 2, 7 and 8) 281,348,210 296,420,442
Available-for-sale [AFS) invesiments (Note 10} 128,141,879 84,555,279
Investment properties - net (Note 12) 164,209 325,957
Cther noncurrent assets 1,047,715 64,500
Total Noncurrent Asseis 1,421,207,578 2,116,013,109
TOTAL ASSETS P’1,552,453,022 12,293.018.687
LIABILITIES AND EQUITY
Current Liabilities
Loans payable (Note 13) P21,415,114 28,248,902
Trade and other payables {Notes 7 and 14) 30,996,336 118,185,737
Current portion of long-term debt {Note 15) 80,724,515 84,987,963
Advances [rom relaied companies (Note 18) 35,457.474 257,595,614
Dividends payable 5,013,853 5,013,853
Subscriptions payable 1,652,742 1,662,742
Income tax payable 1,143,894 539,965
Total Curreni Liabilities 176,403,928 496,234.778
Noncurrent Liability
Pension liability (Note 22) 1,043,136 659,815
Equity
Capital stock - P0.01 par value in 2006 and | par valuc in 2005 (Nute 16)
Authorized - 155.0 billion shares in 2006 and 1.55 billion shares in 2005

lssued 1,527,632,861 1,482,073,379

Subscribed 7.311,155 52,870,637

Subscriptions reccivable (1.157,679) (2,112,487)
I"aid in capital from sale of reasury (Note 16} 1,624,012 -
Share in associate’s revaluation increment (Note 9) - 294,860,608
Unrealized valuation losses on AFS invesiments (Note 10) (82,807,262) (129,737,028)
Retained earnings {deficit) {Note 16) {72,597,129) 98,168,985
Total Equity 1,375,005,958 1.796,124,094
TOTAL LIABILITIES AND EQUITY P1,552,453,022 1"2,293,018.687

See accompanying Notes 1o Fingucial Stntemenis,
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STATEMENTS OF [NCOME

Years Ended December 31

2006 2005 2004
REVENUES
Share in petroleum operations (Notes 2 and 7) P147,043,008 P78,738,794 37,575,381
£quity in net earnings of associates (Note 9) 5,796,937 38,282,287 9,709,961
Miscellaneous 2,101,638 3,131,318 1,135,958
154,941,583 123,152,399 48,421,300
INTEREST INCOME (Note 18) 5,748,273 9,591,242 92,898,490
FOREICN EXCHANGE GAINS - net {Note 7) 3,607,623 3,795,918 1,983,232
COSTS AND EXPENSES
Loss on disposal of shares of stock (Note 9) (194,860,000} - {255,720,486G)
Share in costs and operating expenses
{Notes 7 and 19} (89,710,943) (53,848,004) (28,034,642)
General and adminisirative expenses [(Note 20) [29,875,565) (23,053,826) {14,932,953)

Interest and financing charges

(Notes 2, 13, 15 and 18) (22,971,000) {48,571,843) (31,965.741)
P'rovision for probable losses on deferred oil

cxploration costs {Notes 2 and 11) - (4,556,684) (37.528,646)

(337,417.508) {130,030,357) (368,182,468)

INCOME (LOSS) BEFORE INCOME TAX (173.120,029) 3,509,202 {307.879,446)
PROVISION FOR INCOME TAX (Note 23} 2,646,085 764,407 402,066
NET INCOME (LOSS) (Note 17) (#175,766,114) 2,744,795  (P308,281,512)
INCOME (LOSS) PER SHARE (Note 17)

Rasic (P0.0011) P0.0018 {P0.2008)

Diluted {P0.0011) P0.0018 {P0.2008)

See accampentying Notes to Financial Statements.
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Srartements oF CHANGES IN EQuiTy
For the Years Ended December 31, 2006, 2005 and 2004

Unealized
Paid in Share in Losws Unrealized
Capital fom Assoctate’s  On Declinein Valuation
Capisal Stock {Nowe 16} Saleof  Revatuaiion Market Value  Ensscs on ALS Retained
Subscriptions. Treasury Increment [MV)of  Invesimenss £arnings
fssuesl — Subseribed Receivable  (Nuie 16) {Noze 7) Invesiments [Moee 10) {Deficit) Timal
Balncesat linpary ), 2009 ) 482,066,842 PSLE77I74  (12,112699) P- FIR932,58Y  (F20.752,06%) P= PF403,705,702 PLITATIZLY
Reamyiv in MV of marketably

securitic - - - - - 28,192,000 - - 28,122,000
Share in change in assodate™s

nevaluation increment - - - - [473,228) - - - {373.228)
Dispusal of assacigie’s shares - - - - [143.698.751) 14,140,602 - - [129.558,151)
Nt ks fur the vear - - - - - - - [308.281,512) (308,281,512}
Halances 3t Decembwr 3,

2004 F1L492.06684) PiLEIZIZ4 {FLULEDT} P~ P4B60.608  {I'158419.567) = 95,414,190 I"),764,696,24K
Balances at Decembeer 31,

2004 PLABLOGER4Y PRLETZIZY  (FLIILE9D) F- P294.860,608 ([PI58.419.567) P= POSA24.190 PL764,696,.348
L:ffer of adopuion of PAS 19
C[Newd) - - - - - 158,419,567  [158.410.567) - -
Ralantes at January 1, 005 1,482,066,832 52877074 £2.3)2.899) - 294,860,608 - 158,819,567} 95,424,190 1,754,606,348
Ixsuances of shares 6.537 [6,537) 91} - - - - - 42
Net unrealized valuation

Rains on AFS invesimenis - - - - - - 28,682,519 - 18,682,539
Net income for the yeae = - - - - - - 174,785 1.744,795
Tonal indume reaugnizvd

forahe year - - - - - - 28,682,539 1,794,795 3142738
Ralanges at December 3,

2005 PLA82073370 PRLETOGT  (PLU12AB7Y r- Pam60504 P- (F129,737028] 98,168,985 0179612400
Halances a1 lanuary 1, 006 PIAR2073,379 PSLAT0GNY  (PL112.447) F- P14,560,608 F- (F120,737.028)  P9BIGRSHS P1,796,124.099
Issnance of shars 15550482 {45,559,482) - - - - - - -
Coltection of subscriptions

weivable - - 954,808 - - - - - 954,808
Sale of yeasury shares - - - 168,012 - - - - 1,624,012
Reversal Jue o sale of

imvesiiment - - - = [394860,608) - - - [294,860,608)
Subtntal 1.527.632.86t 7311155 {1.157.679)  1.624.012 - - {129,737.028) 98,168,985 1,503,842,306
Nt unecabized valuwation

Fains on AFS investments - - - - - - 46,429,706 - 46,929,766
Net b [or the yeas - - - - - - - [175,266,114]  (175.766,114)
Total incomw (loss)

recognized for the year - - - - - - 46210766 (175,766.113) (126,836,348)
Rabancen at December 31,

2006 P1LS2763286]  FTAILISS  (PLISTATY) PPL624012 - P~ (PELR0T.262) {P77.597.129) PI,375.005,95H

et arcompanying Nots w Financid Sustements.
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STtaTEMENTS OF {CAsH Frows

Years Ended December 31

20006 2005 2004
CASH FLOWS FROM OPERATING ACTIVITIES
Income (loss) beforc income tax (P173,120,029) P3,509,202 ("307.879.446)
Adjustments for;
Loss on disposal of shares of stock (Note 9) 194,860,000 - 255,720,486
[nterest and financing charges 22,971,000 48,571,843 31,965,741
Depletion, depreciation and amaortization 2,289,307 4,421,153 3,514,068
Equity in net carnings of associates (Note 3) (5.796,937) (38,282,287} (9.709,961)
Interest income (5,748,273} {9.591.242) (9.898,490)
Unrealized foreign exchange gains (3.441,181) {698,551) (1,983,232)
Provision for probable losses on deferred oil
exploration costs (Note 11) - 4,556,684 37,528,646
Operating income before working capital changes 32,013,887 12,486,802 742,188
Decrease {increase) in:
Receivables 24,842,984 (5.141,849) 2,932,182
Crude oil inventory {10,454,474) 3,546,742 (5.501,496)
Other current assets 31,444 80,941 365,830
Increase {decreasc) in: ‘
Trade and other payables (30.668,336) {13,858.548} 6,254,646
Pension liability (Notwe 22) 1,383,321 1,295,839 755,668
Net cash generated from (used in) operations 16,148,826 (1,590,073} 4,064,642
Interest received 5,748,273 67,734 7,087
Intercst and linancing charges paid (27,642,240} (25.,441,419) {15.642,337)
Income taxes paid {2,042,156) (224.,442) {402,066}
Net cash used in operating activities (7,787,297} {27,188.200) {11,972,674)
CASH FLOWS FROM INVESTING ACNVITIES
Proceeds from sale of investment in associale 214,145,742 - -
Proceeds from sale (payments for purchase)
of AFS investments 3,343,166 (13,755} -
Reductions in {additions to):
Property and equipment (10,913,525) (4,655,509) (3,732,283)
Advances to relaicd companies (9.384.185) (1.347,769) (682,411)
Deferred oil exploration costs (1,919,674) (11,651,942) (19,493,535)
Other noncurrent asscts {983,215) 783,117 329,047
Subscription payable (10,000) - -
Cash dividends received - 9,280,555 5,038,183
Share in movements ol wells, platforms and other facilities - - 4,850,513
Net cash from [used in) investing activities 194,278,309 {7.605,303) {13,690,486]
CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from:
Sale of treasury shares 42,336,569 - -
Collection of subscriptions receivable 954,808 412 -
Advances from related companies - 143,218,490 7,257,453
Loan availment - - 20,000,000
Payments of:
Advances from related companies (222,138,140} - -
Loans payable (6,833,788) (29,697,384) {542,500)
Long-term debt {4,263.450}) (73,322,578) -
Net cash from (used in) financing activities (189,944,001} 40,198,940 26.714,953
NET INCREASE {DECREASE) IN CASH AND
CASH EQUIVALENTS {3,452,989) 5,405,437 1,051,793
CASH AND CASH EQUIVALENTS AT BEGINNING OF YEAR 8,692,353 3.280.916 2,235,123
CASH AND CASH EQUIVALENTS AT END OF YEAR (Note 5) P5,239,364 8,692,353 13,286,916

See sccompanying Notes to Financlol Statements,
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NoTEs To FINANCIAL STATEMENTS

1. Corporaie Information

The Philodrill Cotporation {the Company or TPC) was registered with the Philippine Securities and Exchange Commission
(SEC) on June 26, 1969 as an oil exploration and production compaay. It is also an investment holding company with
investments in property development, financial services. oil exploration and produciion and mining.

The Company. which is operating in only one business segment, has three associates with one engaged in real estate and the
athers in financial services. The Company and its associates have no geographical segments as they were incorporated and are
operating within the Philippines. Financial information regarding associates as of and for the vears ended December 31, 2006
and 2005 is presented in Note 9.

The registered office address of the Company is 8th Floor, Quad Alpha Centrum, 125 PMioncer Street, Mandaluyong City.

The financial statements of the Company as of December 31, 2006 and 2005 and for cach of the years in the period ended
December 31, 2006 were auharized for issue by the Board of Direciors on April 26, 2007,

2. Status of Operations and Management Plans

Petroleum Operntions

The Company, together with other panticipants (colleciively referred to as the *Contractor* ). entered into several Service Contraats
(8Cs) and Geuphysical Survey and Exploration Contracts {G81Cs) with the Philippine Guvernment, through the Depariment
of Energy (DOE), for the exploration, development and exploitation of the cantract areas situated mostly in offshore Palawan
where oil discoverivs were made. The Company’s present petroleum revenues and production costs and related expenses are
from certain areas of 5C 14, panticularly Nido and Matinloc.

The aforementioned SCs and GSECs pravide for certain minimum work expenditure obligations and the drilling of a specified
nuinber of wells and are covered by operaiing agreements which set forth the panicipating interesis, rights and obligations
of the Comractor. ‘The Company's share in the juintly commolied assets of 1he aforementivned $Cs and GSECs is included
principally under the “Property and equipment” and “Deferred oil explosation cosis” accounts in the balance sheets.

The Company's participating inierests in the different $Cs as of December 31, 2006, 2005 and 2004 are as fullows:

larticipating Interest
{in percentage)

2006 2005 2004
SC 6 (Nnrthwest alawan)
Bluck A (Octon) 43,330 43.330 43330
lack B {Banita) 21.875 21.875 21.875
Cadlao Rlock = = -*
SC 14 (Narthwest Palawan)
Block A (Nido) 26.106 26.106 26.106
Riock B (Matinloc) 41.608 41.608 41.608
Rluck 8-1 {North Matinloc) V2.850 17.350 17.850
Bluck C-1 {Galac} 6.397 6.397 15.588
Black C-2 (\West Linapacan) 25.588 25.588 25.588
Rlack D (Retention Block) 33.751 33751 33.751
‘Tara Block 12,500 22,500 22.500
$C 41 {Sulu Sea) 3398+ 15480 2322
$C 53 (Onshure Mindoro) 22,000 30000 79.455
SWAN Block (Northwest Palawan) 32,975 32.975 32,975
SW alawan 0.000 0.000 1.950

* Carried cost interest with revertue interest of 0.803
** Combined participating interess with Anglo Ihilippine Holdings Corporation (APHC)
and Basic Petroleum and Minerals, tnc. [RI'M1)
*** Subject 1o DOE approval of transler 10 TAP (Philippings) Pry. Lid.
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Notes to Financial Stiements

SC6BLOCK A

The Company, wogether with the other members of the consortium, signed a Farm-out Agreement with Rock Oil International,
Inc. {ROIL) in February 2004. The agreement has been duly received and acknowledged by the DOE. As pant of the farm-
out commitment, RON will drill a well within the service contract area by June 2004 a1 no cost to the other members of the
consortium. However, due to the unavailability of a drilling rig, ROI! requested for the deferment of its drilling commiiment.
RO also reported that its principal investors have decided to defer operations in the Philippines pending resolution of certain
lega! issues concerning exploration aciivities in the country by foreign companies. In view of the technical and Jegal problems
facing RO, the DOL extended the deadline until September 2004. Following the failure of RO11 10 drill its commitment wel
on the agreed deadline, the consortium agreed that the Farm-out Agreement with ROI had lapsed and the farmed out interest
avtomatically reverted back to the consortium. With this development, the Company in its capacity as block operatar, had
started promoting the area.

1n early 2005, the consortium reccived expressions of interest from a number of companies including Rlack Guld Resources,
Commissioning Services, Inc. and Kuwait Foreign Petroleum Exploration Company. For varying reasons, however, no farm-out
deal was concluded.

In August 2005, Vito! Services Limited (Vitol) expressed their interest o farm-in into the Octon Block. Together with Cape
Energy and Team Oil, Vitol are developing the ncarby Galoc field and they deemed it prudent 1o integrate the development of
the Octon Field with Caloc.

In October 2006, Vitol reported the completion of their gevphysical and geological studies including, among others, the full
31) seismic data interpretation of the Octon structure, static and dynamic reservoir modeling, advanced core studies, and well
and facilities for the Octon Fickd based on a single direciional well. The Vilol reservoir models poini wo a proven area, the North
Oclon. and an area of additional potentiat (South Oclon). Based on the resulis of the core studies, the Octon-3 ared could also
have an upside potential. All the areas examined are also believed to contain significant volumes of gas. From their siudies
and models, Vitol had identified different commercial options for the Octon Field, all of which involve a joint Octon - Caloc
development.

n November 2006, Vitol submitted a revised farm-in propusal expressing their desire to continue o opiimize Octon development
optians, and in tandem, to re-focus on exploration of other 2reas outside of the Octon area and come up with a drilling prospect
within a year's time, As of December 31, 2006, the Octon consortium was still evaluating the merits of the revised Vitol farm-in
proposal.

SC6BLOCK B
Production and exploration activities on SC 6B remain suspended.

In Qciober 2005, BI'MI expresscd their intent Lo farm-in into the SC 6B Block. REMI offered to conduct, at theit own expense,
scismic and subsurface studies to firm up recoverable reserve estimates and forecast potential production rates and performance
from the RBonita ficld. On the basis of BPM)'s farm-in offer, a work program for 2006 consisting of the afurementioned activities
at an initial budget of $50,000 was submiticd 10 the DOE. Communications and negotiations between BPMI and the Bonita
consartium are ongoing for mutually acceptable farm-in terms.

In 2006, negotiations between BPMI, now Forum Energy Philippines Corporation (Forum) and the Bonita consortium
continued. As of the end of December 2006, the Bonita consortium had yet to receive indication from Forum whether they will
proceed with theis farm-in offer. The Company is still continuing o promote the area for possible farm-in.

sC 4

The contract areas covered by SC 14 are situated offshore Northwest of Palawan [sland and West of Busuanga Island in the
Philippines. Untidl April 2004, 5C 14 was under the operatorship of Alcorn Production (Philippines}, Inc. (APPI). However,
starting May 2004, operatorship of 5C 14 was transferred 1o the Company. Crude il production in the West Linapacan
Qilfield {W1.0) remained suspended since 1996 due to significam decline in crude oil production caused by increasing water
intrusion.

During the year, production activilies continued in Blocks A and B of SC 14. However, production activities in Blocks C of
$C 14 remained suspended. Galoc Produdion Company (GPC) continued its preparations (or the eventual commissioning and
installation of production facilities for the reactivation of Galoc field in Block C.

In August 2003, the Consartium’s crude oil sales agreement with its sole customer expired and was not renewed, Accordingly,
the Consortium did not have any crude il sales from such date up 10 December 31, 2003, In February 2004, the Consortium
signed a crude oil sales agreement with another customer for the spot sale of crude oil produced from the Nido and Matinloc
Oilfield. In November 2004, the Consortium renegotiated the crude vil sales agreement inlo a one year contract for the sale of
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crude oil of approximately 246,000 barrels a1 prices defined in the agreement. This contract was renewed for another year in
Novemnber 2005 and in November 2006.

In February 2004, VAALCO Energy, Inc., Alcorn Philippines, Inc., Alcorn Production Phils,, Inc. (APP1}, and Ahisima Energy,
Ine. {collectively, the Seller) entered into an Option Agreement {the Agreement) with Basic Petroleum & Minerals Inc. (BPMI),
Oriental Petroleum & Minerals Corp. {OPMC), Linapacan Qil & Gas Power Corp.. Nido Petroleum, Alcorn Gold Resources
Corporstion, Petro Energy Resources Corp., Phuenix Energy Corpuration and Trans-Asia Oil & Energy Development Corp. and
the Company {collectively. the Buyer). Under the Agreement, the Seller granted the Buyer the opiion 1o purchase the Seller's
participating interests in SC 6 and SC 14 and, subject to approval by the DOE, all 1he Seller's rights, title and interests in and 10
all of: [a) the platforms, wells, production facilities and related assets; (b) contracis, data, information and relaled maserials;
(<) accounts payable, asserted claims, contingent liabilities and non-intercompany accounts receivables: {d) crude oit held or
saved in the producion facility after the Lffective Date; and, (e} the jointly contributed operating expense fund and contingency
fund {collectivcly, the Interests) incident Lo its ownership and operation of the §Cs,

The significant terms of the Agreement follow:

a. The Interests to be transferred are subject to the obligation of the Buyer to comply with existing laws, rules and regulations
of the DO and the wesms and conditions of the SCs and respective Joint Operating Agreements, including bui not fimised
(o, the obligation to plug and abandon the useless platforms and other off-shore facilities;

b. The Buyer shall have the righi to perforn, at its option, whatever due diligence it deems necessary in respect of the Interests
and Seller's rights (herein during the period prior o the Closing Date on April 30, 2004; and,

€. Avany time prior to the Closing Date, the Buyer, but not the Seller, may, in its sole and absolute discretion, notify the Setler
that it does not imend 10 acquire the Interests, in which case; the Agreement shall terminate and neither party shall have any
further abligation, either monetary or otherwise, 1o the other patty. If not terminated prior (o the Clusing Daie, the Seller
will transfer the Inuerests to the Buyer at the Closing Date pursuant to a muiually acceptable Purchase and Sale Agreement,
that wilt include the following, significant terms and conditions, among athers;

i. Al Interests will be conveyed on an “as is, where is* basis and the Buyer will assume alt righus, responsibilities and
obligations in connection with such interests as more fully described in the Agreement

ii. The Elfective Date of the transfer shall be February 1, 2004, and the Closing Date shall be on April 30, 2004; and,
iii. The puschase price shall be One Hundred United States Dollars (LIS$100) and other valuable considerations.

‘The withdrawal and assignment of the Scller's participating inlerests to the remaining Consortium members were finally
completed on June 30, 2004. AP was the operator of SC 14 unitil June 30, 2004. As a result of the assignment, the Company.
together with QPMCand BPMI became the joint uperators of SC 6 and 14 Jesignating the Company as the lead aperator starting
July 1, 2004. The participating interests of the Seller were assigned on a pro-raia basis to the reinaining Consortium members.

Reginning March 2004, the Company, together with other $C 14 Consontium members, received several proposals from various
companies lo increase and enhance production in Blocks A and R and 1o revive past oil discoveries in Blocks C of §C 14,

In October 2006, the Company received another farm-in propasal for the possible drilling and development of Nido 1X1
struciure. Ventusuil, a start-up company, proposed to carry the 8C 14-A consonium through a phased program of geophysical
and geological sudies, drilling and development of the Nido 1X1 structure, 10 be carved out from the $C 14-A [Nido Block).
‘The proposal was lorwarded 1o the partoers for review.

SC 14 C-1 Galog: Block

In November 2002, the Company and the other members of the SC 14 Consortium entered inte a study agreement with a
foreign company for the latter w0 carvy out a phased study of the Galoc ol and gas discovery in SC 14 with 1he inteni 10 develop
the field should the studies show it o be economically feasiblc. On November 13, 2003, the foreign company notified the
5C 14 Consortium that it has completed the phased sudy on the Galoc Field. The study showed that the {ield has 23 million
barrels uf recoverable reserves. Based on the result of the study, the foreign company decided nut 1o pursue the development
of the Galoc Field.

In September 2004, the Company, ogether with other SC 14 Consortium members, entered into a farm-in agreement (the
Agreement) with 3 UK-based and an Australian-based company (collectively, the Farmces) to farm-in 10 the Galoc Ficld in
Block C of SC 14 (the Caloc Block). The Agreement provides for, among others, the designation of the Farmees as the Qperzior
ind the assignment of 58.29% participating interest, with the exisiing Filipino partners carried free in the developiment of the
production area in exchange for the comribuiiun of the working capital, techiica) expertise and other resources 1o develop the
Caloc Field.
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n August 2005, the GP'C was forined as the special purpuse company to accept (he assigned 58.29% participating interest and
assume operatorship of the Caloc Block.

In August 2006, the consortium secured an approval from the DOE regarding the Galoc Plan of Development (POD).
Additionally, the Department of Environment and Natural Resources through the Environmental Managemenn Buread, granted
the Envirgnmental Compliance Certificate to the Galoc Area Development which also covers the Ocion Field in 5C 6A.

A new Joint Operating Agreement that will govern the SC 14 C-1 Block affairs was approved and adopted by the consortium on
Seplember 12, 2006 after several months of discussions and negotiations among the consortium members, Another imporiant
document, the Bluck C Agreement that will define the distribution 1o all parties of the revenues from the Caloc ficld production,
was also approved and signed during the year.

For the most part of the second semester of 2006, GEC focused on reviewing tenders, pegotiating and awarding contracts for
the various aspecis of 1he Caluc Project particularly for the drilking rig, wbulars and sub-sea facilities and produciionfstorage
vessel. As of December 2006, GI'C was finalizing the contract for installation of subsea equipment, mooring-riser system and
process equipment.

Development drilling a1 the Galuc Field is expected to start in August 2007, First il is planned for the 15t quaner of 2008.
SC 14 C-2 West Linapacan Rlock

In December 2006, Framework backed out of their farm-in initiative into the West 1inapacan Block. They ciied as reasons the
resulis of 1he Gaffney-Cline siudy that point to the very high technicad risks involved in 1he re-aciivation of the West Linapacan
Field. Also, the recent changes in the 1ap management of their technical partner PNOC-EC, whose key persons they were
initially dealing with have since resigned and been replaced, added to the already difficult course of negotiations with a number
of consortium members,

Reeently, Pitkin etroleum PLC and 'earl Oil Resources jointly submitted a farm-in proposal for West Linapacan lor them 10
varn 709 participaling interest in exchange for a one well carry. ‘The Company had been authorized by the consortium w
negotiate with the farminees. The Company’s counter-offer is a full carry of the West Linapacan consortium up to first oil for
75% participating interess,

‘The suspension of production activities in the West Linapacan oilfields raises an uncertainty as to the realization ol unamortized
cost of wells, platforms and other facilities, and deferred oil exploration costs incurred in connection with the Company’s
participation in the acquisition, exploration of petroleum concessivons which are dependent upon the development of the
Galoc area and vther areas under Service Contract 14, as well as the ability of the different consortia to mature certain prospects
in the other coniract areas.

SCai

In 2003, 1the contract area of $C 41 was unitized 1hercby dissolving the previvus Block A and B subdivisions for the shallow
and deep water areas, respectively, of the contraer acreage. Furthermore, the Filipine Group (as defined in the Operating
Agreement) assigned to Unocal Suly, Lid. (Unocal), the block aperator, the excess of their aggregawe 15% panicipating interest
in exchange for a free carry in the next exploratory drilling in the block. By virtue of the unitization and assignment (o Uinocal,
the Company, which used 1o have a panicipating equity of 9.125% in Block A, now has a 2.322% participating interest in the
entire contracf ared.

The consurtium has fully complied with the work program for whe first seven-year exploration stage of the contract, However,
during the consortium meeting held last January 10, 2005, Unocal informed the partners of its intent 1o drop ou of the service
contract. LInocal's appreciation of the last two wells drilled, which yielded generally negative results, prompted (his decision.
Sandakan Oil, BHP Billiton and TransAsia have also withdrawn, leaving a small all-Filipino conserium. The new censortium
had successfully negotiated a reduction in the work commitment as the contract entered its 8% contract year in May 2005, [n
lieu of the yearly one well commitment, the consortium had started implementing & geological and peophysical program which
will also incorporate efforts 1o farm-out the block. Basic Consolidated Inc. was designated as the block operator for 2005.

In early 2006, the SC 4} consortium received separate farm-in offers from Tap Oil of Australia, Mitra Encrgy and Pearl Resources
which are both based in Singapore, and Burgundy, a local firm. On the basis of their individual programs for 1he Sulu Sea
block, the consortium chose Tap Oil because they offered the more robust work program.

Tap Qil initially offered tw pay 100% of the farmors’ share in a 300 square kilometer 3D seismyic data acquisition, processing
and interpretation program, at an estimated cost of US$ 3 million, and a full carry for an option well to earn 7636 of the
farmors equily. ‘This will give Tap Oil about 58% equity and the operalorship of 1he block. Ciher members of 1he consortium,
including then block operator Basic Petroleum, opled not to farm-down their equity. For its part, the Company offered 10
farm-out part of its original 16.5999% equity share in the block.
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‘Tap Oil's entry into the Sulu Sea Block was formalized on June 23, 2006, the date their farm-in became effective. Basic Petroleum
{which latcr vn was bought out by Ferum Energy) eventually wrned over the operatorship of the bluck. As the new operator,
“fap Oil submiried the Comraai Year 2 Work Program and Budger outlining the key activities for Year 9, which included a
prospectivity review of the whole bluck prior o the contemplated 3D seismic daia acquisition. They also started evaluating
submined ienders from different geophysical contractors.

In Scptember 2006, Forum Energy withdrew from the SC 41 consortium, with their entire inerests assigned 10 Tap Oil. The
Company together with Oriemial Petroleum, Angle Philippine Holdings Corp., South China, Philex Mining and Southwest
Resournces, are now the “continuing poarties” with their respective interests, prior to the Forum’s exit, maintained. The Company
now holds a 3.398% carried interest on the Sulu Sea Block.

‘The programmed 3D seismic survey, originally scheduled o commence by the end of January 2007, has been re-scheduted 1o
commence in early March 2007 with Veritas as contractor uiilizing the vessel M{V Voyager. The survey area was increased from
300 sq. km. 1o not less than 600 sq. km., with Tap Oil fully funding the other carried parties’ share of the added costs consistent
with the Farm-in Agreement. With the change in the survey schedule and coverage, the operatar applied with the DOE fat the
extension of Coniract Year 9 for a period of 12 months ending May 10, 2008 and a carresponding extension of the Contract
Year 10 unil May 10, 2009,

SCS3

GSEC 98, Onshore Mindoro, expired un Scplember 23, 2003, with the DOE. However, the DOE granied the consoriium a
limited time extension to enable it 10 complete talks with the Philippine National Qil Company Exploration Development
Corpuration (PNOC-EDC) which earlier indicated interest 1o farm-in into the block. The DO likewise allowed 1he Company
to seek other farmisees,

Towards the end of 2004 however, Laxmi Organic Industries 11d. (Laxmi) of India and Vamex of Viemam jointly expressed
interest on the block. The Company negotiated its participation in the exploration of the block as a carried pariner. PNOC
- Exploration Corporation (PNOC-EC) also expressed interest to participate in the effurt. However, PNOC-EC and Vamex [ater
dropped out of the initial negotiations, The DOE eventually awarded SC 53 1o Laxmi in July 2005. The Company and Laxmi
both executed a Panicipation Agreement {PA) in August 2005 which was formally approved by the DOE in February 2006.

SWAN Block

The application for a new GSEC submitted by the consortium in April 2001 remained pending with the Depariment of Energy.
Despite the inclusion of the SWAN Block in the areas bidded out by the gevernment under the first Philippine Contracling
Round, the consortium did not receive any notification from the DOE that they were rescinding 1he application. As there
was no company that bid over the area during and imumediately after the contracting round. the cunsortum initiated the
conversation of the GSEC application into a full service contract applicalion,

However, the DOE granted insicad new service contracts that both partially covered the area being applicd forby the consurtium,
PNOC-EC's SC 57, Calamian block, awarded on September 15, 2005, covered the northern half of the SWAN block where there
are several viable prospects in the general 1rend of the Malampaya-San Martin-Banlac discoveries, The DOU folluwed this up
with yer another contract award 1o PNOC-EC on january 12, 2006, SC 58, West Calamian block, covered the rest of the SWAN
area.

The consortium is presently re-assessing its legat hold on the arca in view of the recent developments on the SWAN black,
One of the options being considered is to negatipe with PNQC-EC on the possible participation of the ¢unsortium in their
exploration of the area.

On November 2006, the consortium wrote the DOE 10 ask for the consortium’s inclusion as carried partners in the block, The
consortium’s requested carried interest may be 10ken from the carried interest 1that PNQC-EC had negotiated with their foreigo
pannes. tn relation thereto, o draft parnticipation agreement with PNQC-EC had been prepared and submitted 10 the SWAN
block consortium lor review,

SW Paliean

‘The application for 2 new GSEC which was easlier submited by an all-Filiping consurtium led by operator TransAsia Oil
& Energy Development Corporation, remained pending with the DOE. ‘The block was also included in the first Philippine
Contracting Round but no company bid over the area. This application was suppased 10 replace the expired GSEC 64, which
counted among its members Shelt Phifippines Exploration B.V. (Shell). When Shell withdrew (rom all exploration activities in
the country, and thus from the SW Palawan block, many consurtium members including TransAsia expressed their intent ot
o participate in fusther exploration activities on the block.
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Despile the several wells drilled in the SW Palawan basin, nu commercial discovery had been made thus far. In view of this, the
Company no longer sees any technical justification to participate in any explosation activity in the arca. In 2005, the Company
made a provision [or probable losses on the deferred exploration costs related to SW Palawan amounting 1o 14.6 million.

GSEC 75

The Company has signed an Optiun Agreement with Reliance Oil and Gas Company (ROGC), 2 Filipino corperation, for an
option 10 buy back at most a 10% participating equity in GSEC 75, ROGC has signed a farm-in agreement with the I'NOC-
EDC, the current operator of the bluck, wherein ROGC could carn as much as a 75% equity panticipation for drilling up to two
wells. The farm-in agreement between PNGC-EDC and ROCG did not push through, As such, the Option Agreement between
the ROGC and the Company did not materialize, {n 2004, the Company made a provision for probable losses on the deferred
exploration costs related 10 GSEC 75 amounting to #37.5 million.

Summary of Significant Accouming Policies

Rasis of Preparation

The accompanying financial statements have been prepared under the historical cost basis excepi for crude oil inventory which
is valued a1 marker and available-for-sale {AIS) investments which are measured at fair value. The financial statements are
presented in Philippine peso which is the Company’s functional and presentation currency.

Statement uf Compliance
The financial staterients of the Company have been prepared in accurdance with Phitippine Financial Reporting Standards
(PERS).

Adoption of New and Revised Accounting Standards
The accounting pulicies adopied are consistent with these of the previous financial years except for the adoption of the following
new and amended PFRS:

= Amendments 1o Philippine Accounting Standard [PAS) 19, Employee Binefits;

«  Amendments 1o PAS 21, The Effects of Changes in Foreign lixchunge Rates;

o Amendments w 'AS 39, Financial tnstruments: Kecognition and Measurement, (a} Amendment for financinl guarantee contracis;
(k) Amershmient for edges of forveast inmragroup sransactions; and {c) Amendment for the fuir value option; and

= 1'FRS 6, Explomion for and Foalnation of Mincral Resonrces.,

Amung the new and amended standards, only the amendments 10 PAS 19 and PERS 6 have a significam impact on the
Company's financial statements. Adoption of these new and revised standards and interpreration did nol have any effect on the
financial statements of the Company. They did, however, give rise o additional disclosures,

Amendments 10 PAS 19 requires additional discdusures on the financial stalements 1o provide inforination abow trends in
the assets and liabilivies in the defined benefit plans and the assumptions underlying the components of the defined benefit
cost. This change has no recognition nor measurement impact as the Company chose nent 10 apply she new option oflered 1o
recognize actuarial gains and losses outside of 1he statement of income.

PFFRS 6 permits an entity to developan accounting policy for exploration and evaluaion of assets without specifically considering
the reyuirements ol paragraphs 11 and 12 of AS 8, Accounting Policies, Changes in Acconnting Estimates awd Frrors. Thus, an entity
adopting I'FRS 6 may cuntinue to use the accounting policics applied immediately befure adopting the PFRS, including existing
recopnition and measurement practices, The accounting policies previously adopted by the Company are consistent with the
pruvisions of PIRS 6.

The Company did not early adopt the following standards and Philippine Jnterpretations from the Tnterpational Financial
Repurting Inerpretations Committee (IFRIC):

s PERS 7, Financial struments - Disclosures {effecive for anmual periods beginning on or after lanary 1, 2007). PFRS 7 introduces
new disclosures to improve the information abowt financial instruments. It requires the disclosure of qualittive and
quaniitaiive information about exposure o risks arising from financial instruments, including specificd minimum
disclusures abou credit risk, liquidity risk and market risk, as well as sensitivity anabysis to marken risk, v replaces PAS 30,
Disclosires in the Finaneial Staements of Ranls amd Similur Financial Instiousions, and the disclosure requisements in I'AS 32,
Finencial testruneas: Disclosun: and Presenearion, U is applicable to all entities that report under PFRS;

s D'FR$ 8, Operuiing Segments (effective for amsual periods begimning on or after January 1, 2009). PFRS 8 will replace PAS 14,
Segment Reporting, and adopts 3 management approach (o reporting segment information. The infurmation repuried would
be that which managemeni uses internally fur evaluating the performance of operating segments and allocating resources
1o those segments. Such information may be different from that reported in the balance sheet and statement of income and
companies will need to provide explanations and reconciliations of the differences:
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*  Amendments 10 PAS 1, Presentation of Financial Statemenis: Capiwal Disclosures {cffective for amnual perinds beginning on or after
January 1, 2007). The amendment o PAS 1 require the following additianal disclosures: (a) an entity's objectives, policies
and processes for managing capital: {b) quantitative data about what Lhe entity regards as capital; {¢) whether the entity has
complied with any capital requirements; and (d} if i has not complied, the consequences of such nuncompliance;

+ Dhilippine Interpretation WFRIC 7. Applying the Restatement Approach under PAS 29, Financial Reporting in Hyperinflationary
Ecommnies (effective for annnal periods beginning on or after March 1, 2006). This interpretation provides guidance on how o
apply PAS 29 when an economy {inst becomus hyperinflationary, in panicular the accounting for deferred income tax;

 Philippine Interpreiatinn IFRIC 8, Scope of PFRS 2 (cfferiive far annual periods beginning on or after May 1, 2006). This
interpretation requires PFRS 2 to be applied 1o any arrangements where equity insiruments are issued for consideration
which appears 10 be less than fair value;

+ Philippinc Interpretation IFRIC Y, Reassessiment of Embedided Derivatives {effective for annival peviods beginning an or after fune
1, 2006). This interpretation establishes that the date to assess the axistence of an embedded derivative is the daie an entity
first becomes a party to the contract, with reassessment only if there is a change to the conmct that significantly modifies
the cash flows;

+ Philippine Interpretation 1FRIC 10, Interim Financial Reporiing and bupainnent {effective for anmual periods beginning on or
after Novemsher 1, 2006). “This interpretation provides that the frequency of financial reporting does affect the amouni of
impairment charge 10 be recognized in the annual financial reporting with respect (0 goodwill and AFS investments, Iy
prohibiis the reversal of impairment Iosses on gandwill and AFS equity investments recognized in the interim financial
repuris even if impaizment is no longer present at the annuat balance sheet date;

* Philippine Interpretation IFRIC 11, PFRS 2 - Group and Treasury Tamsactions {effective for annual perinds beginning on or after
March I, 2007). ‘This interpretation requires armangements wherchy an employee is granied rights 1o an cntity’s equity
instruments 10 be accounted for as an equity-setled scherte by the entity even if {a) the entity chooses or is reguired to buy
those equily instruments (¢.g., treasury shares) from anuther pany, or {b) the sharcholder(s) of the entity provide the equity
instruments needed. h also provides guidance on how subsidiaries, in their separate financial statements, accoum for such
schemes when their empluyees receive rights to the eyuity insteuments of the paremt company: and

*  Philippine liecrpretation 1FRIC 12, Service Concession Arrungements {effectiv: for annual perieds beginning on or after January 1,
2008}. This interpretation which covers contractual arrangements arising from entitics providing public services.

Among the standards and interpretations that were not carly adopted, only PFRS 7 and the amendments (0 I'AS 1 have an
impact in the Company’s inancial siatements. The revised and additional disclosures provided by PERS 7 and amendments
to PAS 1 will be included in the Company’s financial stements when these are adopted in 2007, The Company will assess
the impact of Philippine Interpretation [FRIC 10 and Philippinc Interpretation 1FRIC 12 upon its adoption in 2007 and 2008,
respectively.

Cash and Cash Eguivatents

Cash consists of cash on hand and with banks. Cash equivalens are shoreterm, highly liguid investmenis than are readily
convertible o kiwn amounts of cash with vriginal matrities of three months of less from dates of acquisition and that are
subject to an insignificant risk of change in value.

Financial Instruments
Following are the accounting policies on financial instruments effeciive January 1, 2005.

Financial instruments are recognized in the balance sheet when the Company becumcs a party 10 the contracial provisions
of the instrument.  P'urchases or sates of financial assets tha require delivery of assets within the time frame esiablished by
cegulation or convention in the market place are recognized in (he seitlement date.

Financial instruments are recognized initially at fair value of the consideration given (in the case of an asser) or received
{in the case of a liability), Exeept for financial assets ar fair value through profit or loss (FYPL), the initial mcasurement of
financial assets includes ransaction costs. Financial assets undes PAS 34 are classified as cither finandial assets at ¥VPL, loans
and receivables, held-wo-maturity (HTM) investiments or AFS fimancial assets. The Company’s financial assets are of the nare
of loans and reccivables and AFS Gnancial asseis, Also under PAS 39, financial liabilities are classified as VP or other financial
liabilities. The Company's financial liabilities are of the nature of other financial liabilities. ‘The classification depends on the
purpuse for which the investments were acguined and whether they are quoted in an active markel.

Financial instruiments are classified as liabilitics or equity in accordance with the substance of the contractual arrangement.
lnterest, dividends, gains and bosses relating o a financial instrument v 3 component that is a financial liability, are reported
as expense or income. Distributions o holders of financial instrumenss classified as equity are charged directly e equity ne of
any related income tax benefils, Financial insiramenss are offsct when there is a legally enforeeable right to offset and intention
tov setle cither an a et basis or to realize the asset and senle the liability simultanecusly.

The Philodrill Corporation




‘The Company determines the classification at initial recognition and re-evaluates such designation, where allowed and
appropriate, 31 every reporting date.

Loans anid Receivables

Luans and receivables are nondcrivative financial assels with fixed or determinable payments that are not quoted in an active
market. Such assets arc carried a1 cost or amortized cosl using the effective interest method. Gains and losses are recognized in
statement of incomc when the loans and receivables are derecognivzed or impaired, as well as through the amortization process.
Loans and receivables are included in current assets if expected cullection is within 12 months from the balance sheet date,

As of December 31, 2006, the Company’s loans and receivables include receivables and advances o related partics.

AFS Financial Assels

AFS financial assets are those nonderivative financial assets thar are designated AFS or are not classified in any of the three
categories of financial assets. AI'S assets arc carried at fair value in the balance sheet. These financial assets are classified as
noncurren! assets unless the imention is 1o dispase such assets within 12 menths from the balance sheer date. Changes in Lthe
fair valuc of such asset are accounted for in cyuity {see Note 10).

Included under this calegory are the Company’s invesunents in listed and non-listed shares of stock of other companics. In
2004, these are carried at the lower of the aggregate cost or market vatue. Changes in valuation were accounied for in equity.
The change in accouning palicy resulted in the reclassification of the Company’s investiments in various listed and non-listed
shares of siuck, previously classified as investirents in marketable equity securilies, 10 AFS investments,

Orher Financial Liabitities

Issued financial instruments or their components, which are not designated as liabilities a1 FVI’Lare classified as ather financial
labilities, where the substance of the contractual arsangement vesults in the Company having an obligation either to deliver
cash or another financial asset 10 the holder, or 10 satisfy the obligation other than by the exchange of a lixed amount of cash or
another financial asset (o1 a fixed number of own equity shares. The components of issued financial instruments that conain
both liahilily and equity elements are accounted for separately, with the equity component being assigned the residual amoum
after deducting from the instrument as a whole the amount separately determined as the fair value of the liability component
on the dare of issue. Alter initial measurement, other financial liabilities are subsequently measured a amontized cost using the
effective interest rate method.

Amontized cost is caleulated by waking into account any discount or premium on the issue and fees thart are an inegral pant
of the effective interest rate, Any ¢ffects of restatement of foreign currency-denominated liabilities are recegnized in “Foreign
exchange pains (tosses)” in the statement of income.

"Thits zccounting poticy applies primarily to the Company’s debt and trade payables and other obligations that muet the above
definition (other than liabilities covered by other accounting standards, such as income 1ax payable).

lmerest-bearing Loans and Borrowings
Al loans and borrowings are initially recugnized a1 the fair value of the consideration received less direaly attributable
1FANSACHION COSES.

Afier initial recognition, imerest-bearing loans and borrowings are subsequently measured at amortized cost using the effective
interest method,

Cains and lusses are recognized in the statement of income when the liabilities are derecognized as well as through the
AmoTZation process.

Derecugnition of Financial Assets and Liabilities

Financial Assets

A financial asset {or, where applicable a part of a financial asset or part of a group of similar financial assets) is derecognized
where;

1. the righis to receive cash Nows from the asset have expired;

2. the Company retains the right 1o receive cash fows from the asset, but has assumed an obligation to pay them in full without
material defay to a third party under a *pass-through’ arrangement: or

3. the Company has transferred its rights to reccive cash lows from the asset and either (a) has transferred substantially all the
risks and rewards of the asset, or (b) has neither transferred nor retained subsiantially all ihe risks and rewards of the asset,
but has iransfereed control of the asser.

Where the Company has translerred is rights (o receive cash lows from an asset and has neither transferred nor retained
substantially all the risks and rewards of 1he asser nor iransflerred control of the asser, the asset is recognized 0 the extem of the
Company’s continuing invelvement in the asset,
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Fimmcial Liabilities

A financial liability is derecognized when the abligation under the liability is discharged or cancelled or has expired. Whete
an existing Rnancial liability is replaced by another from the same lender un substantially differen terns, or the 1erms of an
existing liabiliy are substantially modified, such an exchange or madification is trcated as 2 derecugnition of the original
liability and the recognition of a new Jiability, and the difference in the respective carrying amounts is recopnized in the
statement of income.

tmpainnent of Financial Assets
The Company assesses at cach balance sheet date whether there is abiiective evidence that a financial assct or group of financial
assets is impaired.

Assers Corried ar Amortized Cost

If there is objeqtive evidence that an impairment loss on financial asscts carried al amontized cost (c.g., receivables) has been
incurred, the amount of the loss is measured as the difference between the asset’s carrying amount and the present value of
estimated Futute eash Mows discounted a1 the asset’s urigina! effective interest rate, Time value is generally not considered when
the effeet of discounting is rot material. The carrying amoum of the asset shall be reduced either direaily or through use of an
allowanee aceount. The amount of the Joss shall be recognized in the statement of income.,

‘The Company first assesses whether objective evidence of impairment exisis individually for financial assets that are individually
significant, and individually or collectively for financial assets that are not individually significant. 1f it is determined that no
ohjective evidence of impairment cxists for an individually assessed financial asset, whether significant ur noy, the asset is
included in a group of financial assets with similar credit risk characeristics and thar group of financial assets is colleqtively
assessed for impaitment. Those characicristics are rebevant 1o the estimation of future cash Aows for groups of such assets by
heing indicative of the debtors” ability 1o pay aif amounts due according o the contractual terms of the assets being evatuated.
Assets that are individually assesse for impairment and for which an impairment Joss is or contintes 1o be recognized are not
included in a collective assessiment of impairment.

if, in a subsequent period, the amount of the impairmen loss decreases because of an event occurring after the impairment was
recegnized, the previously recopnized ingpairment loss is reduced by adjusting the allowance account. Any subsequcent reversal
of an impairment loss is recopnized in the statement of income, o the exien that the carrying value of the asset does not excecd
its amortized cast it the reversal Jate,

Assets Carried ot Cosi

I there is objective cvidence that an impairment loss on an unguoted equily instrument that is not carried at fair value because
its fair value cannol be reliably measured, of on a derivative asser that b linked w and must be sended by delivery of such
an unguoted equity instrumenm has been incurred, the amouns of the boss is measured as the difference between the asset’s
carrying amount and the present value of estimated futare cash flows discounted at the cutrent market rate of resurn for a
similar financial asset.

AFS Finnicial Assers

If an AES financial asset is impaired, an amoum comprising the difference between its cost (net uf any principal payment and
amonization) and its current fair value, less any impairment loss previously recognized in the stalemem of income, is transferred
frim eyuity to the staement of income. Reversals in respedt of equily instruments classified as AFS are not recognized in
statement of income. Reversals of impairment Josses on debn instruments are reversed through statement of income, if the
increase in fair value of the instrument can be obicctively retated to an even oceurring afier the impainment loss was recognized

in the statement of incenne.

Crude Oil Inventory
Crude ol inventury is valued at market.

Property and Equipment

Property snd equipment are stated at cost less accumulated depledon, depreciation and amartization and any impairment
in value. Such cost includes the cust of replacing part of such properly and cquipment when that cost is incurred and the
recopnition criteria are met.

The initial cost of property and cquipment, other than welts, platforms and other facilities, comprises its purchase price,
including raxes and any direcily auributable costs of bringing the asset b its working condition and location for its intended
wse. Expenditures incurred after the property and equipmenl have been put inlo operation, such as repairs and mainienance,
are normially charged 10 incotiie i the period the costs are incurred. i situations where it can be cleady demonsirated that the
cxperditures have resulied in an increase in the future cconcimic benefis expected 10 be obtained from the use of an item of
prapedty and equipment beyond is priginally assessed standard of perfurmance, the expenditures ane capitalized as additional
cost of propenty and equipment.
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‘The carrying amount of the replaced part regardless of whether the replaced part bad been depreciated separately is derecognized
if an eniity recognizes in the carrying amount of an item of property and equipment the cost of a replacemen for part of the
jlem. If it is not practicable for an entity to determine the carrying amoumnt of the replaced pan, it may use the cost of the
replacernent as an indication of what the cost of the replaced part was al the time it was acquired or constructed.

When each major inspection is performed, its cost is recognized in the carrying amount of the item of property and equipment
as a replacement if the recognition criteria are satisfied,

Depletion of wells, platforms and other facilities are provided on a field basis under the unit-of-production method based upon
estimates of proved reserves. The depletion base includes the estimated future development cost of the undeveloped reserves,

Depreciation of other property and equipment is computed using the straight-line method over the estimated useful lives of
the assets as follows:

Number of
Calegory Years
Office condominium units and improvements 20
Transportation equipmern 5
Office furniture, fixtures and equipment 3

The uselul lives and depletion, depreciativn and amortization methods are reviewed periodically (o ensure tha the periods and
methods are consistent with the expected pattern of economic benefits from items of property and equipment.

When assets are retired or otherwise dispused of, the cost related accumulated depletion, depreciation and amonrtization, and
any allowance for impairment are emoved from the accouns and any gain or loss resulting from their disposals is credited 10
or charged against income.

Impairments or lasses of items of property and equipmeny, related claims for or payments of compensation from third parties
and any subsequeni purchase or construction of replacement asseis are separate economic events and are accounted for
separately,

Invesiments in Associates
The Company’s invesiments in associates are accounted for under the equity method of accounting. An associate is an entity in
which the Company has significant influence and which is ncither a subsidiary nor a joint venture.

Undes the equity method, the invesiment in the associate is carried in the balance sheet at cost plus post-acquisition changes
in the Company’s share of net assets of the associale, Goodwill relating 1o an associate is included in the carrying amount of
the investment and is not amortized. After application of the equity methad, the Company determines whether it is necessary
to recognize any additional impairment toss with respect 1o the Company’s net investment in the associates. The stawment of
income reflects the share of the results of operations of the associates. Where there has been a change recognized directly in the
equity of the associate, the Company recognizes its share of any changes and discloses this, when applicable, in the statement
of changes in equity.

The reporting dales of the assaciates and the Company are identical and the associates’ accounting policies conform to those
used by the Company for like transactions and events in similar circumstances.

The following investments in associates are accounted for using 1the equity meihod:

Percentage of Ownership

2006 2005
PentaCapital Investments Corporation (PentaCapital) 40.00 40.00
PemaCapital Holdings, Inc. (Pema Holdings) 13.76 13.76
EDSA Properties Holdings Inc, {EPHI) - 5.08

‘The Company has significant influence over the financial and operating policies of Penta Holdings and EI'HI, and are thus,
deemed as the Company's associates.

Interest inJointly Controlled Assets

Intercst in joimly controlled assets is accounted for by recognizing in the financial starements the Company’s share in the joimly
controlled assets and included principally in the *P'roperty and equipment” and "Deferred oil exploration costs” accounts in
the balance sheets and any liabilities incurred jointly with the other venturers as well as the related revenues and expenses of
the joinl venture, The Company also recognizes the expenses which it has incurred in respect of its intercst in the joint venture
and the related liabilides.
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Deferred Oil Exploration Costs

‘The Company follows the full cost method of accounting for exploration costs determined on the basis of each SG/GSLEC area.
Under this method, all exploration costs relating to each SC/GSFEC are deferred pending determination of whether the contract
area contains oil and gas reserves in commercial quantities. The exploration costs relating to the SC/GSEC area where oil and
gas in commercial quantities are discovered are subsequently capitalized as "Wells, platforms and other facilities” shown under
the “Property and equipment” account in the balance sheets upon commerial production. When the SC/GSEC is permanently
abandoned or the Company has withdrawn from the consortium, the related deferred oil exploration costs are written-off. SCs
and GSECs are considered permanemly abandoned if the SCs and GSECs have expired and/or there are no definite plans for
further exploration and/or development,

Investment Properties

Investment propertics are measured initially at cost, including transaction costs. The carrying amount includes the cost of
replacing part of an existing investmem praperty at the time that cost is incurred if the recognition criteria are met; and excludes
the costs of day-to-day servicing of an investment property. Following initial recognition, investment properties are carried al
cost less accumulated depreciation and accumulated impairment in value.

Investmem properlies are derecognized when either they have been disposed of ur when the investment property is permanently
withdrawn from use and no fulure economic benefi is expected from its dispusal. Any gains or losses on the relirement or
disposal of an investment property are recognized in the statement of income in the year of retiremens or disposal.

Transfers are made 10 investment property when, and only when, there is a change in use, evidenced by ending of owner-
occupation, commencement of an operating lease (o another party or ending of construction or development. Transfers
are made from investment property when, and only when, there is a change in use, evidenced by commencement of owner-
occupation or commencement of development with a view to sale.

Impairment of Nonfinancial Assets

The Company assesses a1 each reporting date whether there is an indication that an asset may be impaired, 1f any such
indication exists, or when annual impairment testing for an asset is required, the Company makes an estimate of the asset’s
recoverable amoum. An asset’s recoverable amount is the higher of an asset’s or cash-generating unit's fair value less costs to
sell and its valve in use and is determined (or an individual asset, unless the asset does not generate cash inflows that are largely
independent of those from other assets or groups of assets. Where the carrying amount of an asset exceeds its recoverable
amouni, the asset is considered impaired and is wnitten down to its recoverable amount. In assessing value in use, the estimated
future cash flows are discounted 10 their present value using a pre-lax discount rate that reflects current market assessments of
the time value of money and the risks specific o the asset. Impairment losses of continuing operations are recognized in the
stalement of income in those expense categories consistent with the function of the impaired asset,

An assessment is made at each reponting date as to whether there is any indication that previously recognized impairment
losses may no longer exist or may have decreased. 1f such indication exists, the recoverable amount is estimated, A previvusly
recognized impairment loss is reversed only if Lhere has been a change in the estimates used to determine the asset's recoverable
amount since the last impairment loss was recognized. If that is the case the carrying amount of the asset is increased to its
recoverable amount. That increased amount cannot exceed the carrying amount that would have been determined, net of
depletion and depreciation, had no impairment loss been recognized for the asset in prior years, Such reversal is recognized
in the statements of income unless the asset is carried at revalued amount, in which case the reversal is treated as a revaluation
increase. After such a reversal, the depreciation charge is adjusted in future periods 1o allucate the asset’s tevised carrying
amount, less any residual value, on a systematic basis over its remaining useful life.

Revenue

Revenue is recognized to the extent that it is probable that the economic benefits will flow 10 the Company and the revenue can
be reliably measured. The following specific recognition criteria must also be met before revenue is recognized:

Sale of goods

Revenue from petroleum operations is recognized as income at the time of production.

Rental inconme
Renial income is accounted for on a straight-line basis over the related lease terms,

Interest income
Imterest is recognized as it accrues taking into account the effective yield on the asset.

Dividemds
Lividend income is recognized when the right 10 Teceive the payment is established.
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Borowing Costs

Borrowing costs generally are expensed as incurred. Borrowing costs are capitalized if they are direcily auribwiable to the
acquisition ot construction of a qualifying asset, Capitalization of borrowing costs commences when the activities 10 prepare
the asset are in progress and expenditures and borrowing costs are being incurred. Korrowing costs are capitabized umtil the
assets are substanuially ready for their intended use. If the carrying amount of the asset exceeds its estimated recoverable
amouny, an impairment loss is recorded.

Pension Benefits

‘The Company has 2 defined benefit pension plan which requires contributions to be made 10 a separately administered fund.
The cost of providing benefits under the defined benefit plan is determined using the projected unit credit actuarial valuation
method. Actuarial gains and losses are recognized as income or expense when the nel cumulative unrecognized aciuarial gains
and losses for each individual plan at the end of the previous reporting year exceeded 10% of the higher of the defined benefit
obligation and the fair value of plan assets at that date. These gains or losses are recognized over the expected average remaining
working lives of the employees participating in the plans.

The past service cost is recognized as an expense on a siraight-line basis over the averape period until the benefits become vested.
If the benefits are already vested immediately following the introduction of, or changes 10, a pension plan, past service cosi is
recognized immediaely,

‘The defined benefit liability is the aggregate of the present value of the defined benelin obligativn and acwuarial gains and losses
not recognized reduced by past service cost not yet recognized and the fair value of plan assets oul of which the obligations
are to be seuled directly. If such aggregate is negative, the asset is measured a1 the lower of such aggregate or the aggregate of
cumulative unrecognized nef actuarial losses and past service cost and the present value of any economic benefits available in
the form of refunds from the plan or reduciions in the fulere contributions to the plan.

If the asset is measured a1 the aggregate of cumulative unrecognized net actuarial losses and pasi service cost and the present
value of any ecenomic benefits available in the form of refunds from the plan or reductions in the future contributions 1o the
plan, net actuarial fosses of the curremt peried and past service cost of the current period are recognized immediately 1o the
extent that they exceed any reduction in the present value of those economic benefits, 1f there is no change or an increase in the
present vatue of the ecanomic benefits, the entire net actuarial losses of the curtent period and past service cost of the current
period are recognized immediately. Similarly, net aciuarial gains of the current period aftes the deduction of past service cost of
the current period cxceeding any increase in the present value of the econamic benefits stated above are recognized immediately
if the asset is measured at the aggregaie of cumulalive unrecognized net aciuarial losses and past service cost and the present
value of any ecanomic benefits available in the form of refunds from the plan or reduciions in the future contributions 10 the
plan. If there is no change or a decrease in the present value of the economic benefits, the entire net actuarial gains of the
current period after the deduciion of past service cost ol the current periud are recognized immediately.

|.eases

‘I'he detenmination of whether an arrangement is, or cuntains a lease is based on the substance of the arrangemeni and requires
an asscssment of whether the fulfitimen of the arrangement is dependent on the use of a specific asset or assets and the
arrangement conveys a right o use the asset.

Company as o Lessor

Leases where the Company retains subsiantially all the risks and benefits of ownership of the asset ate classified as operating
leases. Initia) direct costs incurred in negoliating an operating lease are added 1o the carrying amount of the leased asset and
recognized over the lease term on the same basis as rental income,

Income Taxes

Curnmit income tax

Current income 1ax assets and liabilities for the current and prior periods are measured at the amount expected to be recovered
from or paid to the 1ax authority. The tx rates and 1ax laws used 10 compute the amount are thosc that are enacted or
substantively enacted as of the balance sheet date.

Deferred income tix
Deferred income tax is provided, using the balance sheet liability method, on alliemporary diffcrences at the balance sheet date
between the 1ax bases of asseis and liabilities and their carrying amounts fur financial reporting purposes.

Deferred income tax liabilhies are recognized for all 1axable 1cmporary differences. Peferred income tax assets are recopnized
for alt deductible temporary differences to the extent that it is probable that 1axable profit will be available against which the
deductible temporary differences can be wilized.

The carrying amount of deferred income tax assets is reviewed at each balance sheet date and reduced 1o the extent that it is no
longer probable that sufficien 1axable profit will be available 1o ailow all or part of the deferred income tax asset to he uiilized.
Unrecognized deferred income tax assets are reassessed a1 each balance sheet date and are recognized to the extent that it has
become probable that future 1axabte profit will allow the deferred income tax asset o be recovered.

ANNUAL REPORT 2006




Notes 1o Financial Statements

Deferred income tax assets and liabilities are measured at the tax rates that are expected w apply to the period when the asser
is seabized o the Tability is seufed, based on tax rites (and tax laws) that have been enacted or substantively enacted a1 the
balance sheet date.

Incume relating 16 items recognized directly in equity is recognized in the stuement of changes inequity and notin the siatement
uf income,

Defested income 1ax assets and deferred income 1ax Fabilities are uffset, il legally enfurceable right exists to set off current @ax
assets wgdinst current tax labilities and the deferred 1axes relate to the same waxable entity and the same taxation authority.

PProvisions

Provisions are eeognized when: (a) the Company has 3 present obligation {legal of constructive) as a vesult of 3 past event;
(1) it is probable that ae outlTiw of resourees embadying cconomic benefits will be required 1o settle the obligation; and {c) a
reliable estimate can be made of the amount of the abligation. If the effeat of the time vafue of money is matetial, provisions
are determined by discounting the expected future cash flows at a pre-tax sate that refleas current market assessments of the
time value of maney and, where appropriate, the risks specific w the fiability, Where discounting is used, the increase in the
provision due to the passage of time is recognized as interest expense.

Contingencics

Cantingent liabillties ase pot recognized jn the fingncial siatements, These are disclosed unless the possibility of an outflow
of tesourees embudying economic benefits is remote. Contingent assels are not recognized in the Ninandial siawements bu
disclosed when an inflow of cconomic benefits is probable,

Earnings {1Loss) Per Comnmaon Share
Basic carnings {loss) per common share are computed by dividing nevincome {l0s5) forthe year by the weighted average number
of common shares issued and outstanding during the year, afier retrwactive adjustments for any stock dividends declared.

Business Segments
Fot management purpuses, the Company is considered one operating segment, considering the naure of its aaivity,

Evenis After the Bakange Sheet Diane
Past year-end events that provide additianad information abow the Company’s pusition at the balance sheet dawe (adjusting
events) are reflected in the financial stasements. Post year-end events that are not adjusting events are dischosed in the noles 10
financial staements when material.

Significant fudgments and Estimates

“The Company's financial stiements prepared in accordance with PERS require management to make estimates and assumplions
that affect imoums reponied in the financiab siarements and related notes, ‘The estiimates and assumptions used in the finandial
statemunts are based upon management’s evaluation of relevam facts and circumsiances ay of the date of the Company's
financial statements. Actua) resubts coudd dilfer from such estimalcs.

Judgments

Peterniining Functional Crrrency

Rused an the economit subsiance of the underlying circumstances relevant w the Company, the funciional currency of the
Company has been determined to be the Philippine peso. The Philippine pest is the currency of the primary cconontic
enwvironment in which the Company operates.

Openpting Lovse Commitments - Compuny as Lessor

“Flve Company has entered inte enmmeercial property feases on its investmem property pontfolio, The Company has determined
that it retains all the significant risks and rewards of vwnership of these propertics and has dlassified the Jeases as operating
teases.

Estimates

Estingating Allowsnees for Doulnful Accannts

The Company evalumtes specific accoums where the Company has informanion that ceriain debiors are unable w meer their
financial ubligativns, Factars such as the Company’s length of relationship with the debtors and the debtors” current credit
status are considered 1 determine the amount of reserves that will be recorded in the receivables account. These reserves are
re-evaluated and adjusied as additional information becomes available, Allowance for doubiful accounts in 2006 and 2005
amounted w 11127 million and F9.3 million, respectively. Receivables and advances o related companies, net of dflowance for
doubtful accounts, amounted 1 about #1135 million and abow P166.2 million as of December 31, 2006 and 2005 respoctively
(sce Nowes 6 and 18).

m The Philodrill Corporation




Nates to Financial Statements

Estimaring Reserves

Proven reserves are estimated by reference to available reservoir and well information, including production and pressure trends
for producing reservoirs and, in sume cases, subject to definitional limits, to similar data from other producing reservoirs. Proven
reserves estimates are attributed to future development projects only where there is a significant commitment 10 project funding
and execution and for which applicable governmental and regulatory approvals have been secuted or are reasonably certain tw
be secured. All proven reserve estimates are subject to revision, either upward or downwand, based on new information, such
s from development drilling and production activities or fruan changes in economic factors, including product prices, contract
terms or development plans.

Estimates of reserves for undeveloped or panially developed fields are subject to greater uncertainty over their future life than
estimates of reserves for ficlds that are substantially developed and depleted. As a field goes inte produciion, the amaunt of
proven reserves will be subject to fuiure revision once additional information becomes available. As those fields are further
developed, new information may lead to revisions.

As of December 31, 2006 and 2005, the net book value of wells, platforms and other facifitics amounted 10 P270.1 million and
P294.6 million, respectively {see Note 8),

Deferred income Tax Assels

The Company reviews deferred tax assets at each balance sheet date and recognizes these to the extent that it is probable that
sufficient 1axable profit will be available to allow all or part of the deferred tax assets to be wilized, No deferred 1ax assets were
recognized in 2006 and 2005. Deferred income Lax assets amounting to P42,6 million and P60.9 million in 2006 and 2005,
respectively, have not been recognized since management believes that the carryforward benefit would not be realized privr to
its expiration (see Note 23).

Pension and Other Retirement Renefits

The determination of the Company's obligation and cost for pension benefits is dependent on their selection of certain
assumptions used by acluaries in calculating such amounts. The assumed discount rtes were derermined using the market
yields on Philippine government bonds with terms consisient with the expected employee benefit payout as of baiance shect
dales. The overall expecied rate of return on assets is determined based on the market prices prevailing on that date, applicable w
the period over which the ubligation is to be seuled. In accordance with PAS 19, Employes Rencfiss, aciual results tha differ lrom
the Company’s assunptions are accumulated and amontized over future periods and therefure, generally affect the Company's
recognized expense and recurded obligation in such future periods. While management believes that its assumptions are
reasonable and appropriate, significant differences in actuzl expericnce or significant changes in the assumptions may materially
affect the Company's pension and other retirement obligations. Pension expense amounted wy 1.4 million in 2006, 1.3
million in 2005 and 0.8 million in 2004. Pension liability amounted w0 P1.0 million and 0.7 million as of December 31,
2006 and 2005, respectively (see Note 22).

Estimating Usefidd Lives of I'roperty and Equipment

The Company estimates the useful lives of property and equipment based on the period over which assets are expected to be
available fur use. The estimated useful lives of property and cquipment are reviewed periodically and are updated if expeciations
differ from previnus cstimates due 1o physical wear and lear, technical or commercial obsolescence and legal or other limits on
the use of the assets. n addition, the estimation of the usceful lives of praperly and equipment is based on collective assessment
of internal technical evaluation and experience with similar assets. [t is possible, however, that future results of operations
could be materially affected by changes in estimates brought about by changes in the factors and crcumstances mentioned
abuve. As of December 11, 2006 and 2005, the net book value of property and cquipment amounted 10 #281.3 million and
P296.4 million, respectively (see Note 8).

Impairment of AFS lvestmicnts

An impairment issue arises with respect to AFS investments when there is objeqiive evidence of impairment, which involves
significant judgment. [n applying this judgmeni, the Company evaluates the financial health of the issuer, among athers. In
the case of AFS equity instruments, the Company expands its analysis to consider changes in the issuer’s industry and sector
performance, legal and regulatory framework, changes in technology and other factors that affeal the recoverability of the
Company’s investments. Fair vatue of AFS invesiments amounted 10 #128.1 million and '84.6 million as of December 31,
2006 and 2005, respectively. No impairment losses were recognized in both 2006 and 2005 (sce Note 10).

Impairmtent of Property and Equipneny, Invesimens in Associates and Deferred Oil Exploration Costs

Philippine genesally accepted accounting principles requires that an impairment review be performed when cenain impairment
indicalors are present. Determining the value of property and equipment, invesiments and deferred il exploration costs, which
require the determination of future cash flows expected 10 be generated frum 1he continued use and uhimaie disposition
of such assets, requires the Company to make estimates and assumptions that can materially affec its financial statements.
Future events could cause the Company to conclude ihat these assets are impaired. Any resulting impairment loss could have a
material adverse impact on the financial condition and results of operations. As of December 31, 2006, the book and carrying
values of property and cquipment, investments in associates and deferred oil exploration costs amounted to P281.3 million,
*203.3 million and P807.2 million, respectively. As of December 31, 2005, the baok and carrying values of property and
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oquipmen, investments in associales and deferred oil explormion costs amounted 1w $296.4 million, #929.4 million and
1'805.2 million, respectively. Impairment Insses recognized on deferred oil exploration cosis amounted to P-, 4.6 million and
#37.5 mitlion in 2006, 2005 and 2004, respectively (see Nole 11).

5. Cash and Cash Equivalents

2006 2005

Cash 15,239,364 11,671,837
Shori-term invesiments - 7.020.516
15,239,364 18,692,353

Cash with banks earn interest at the respective hank deposit rates. Short-term investmients are made for varying periods up
three months depending on the immediate cash requirements of the Company, and carn interest a1 the respective short-term
investment raies,

6. Receivables

2006 2005

Accrucd interest receivables [see Now 18) I'50,676,240 165,715,295
Accounts with contract aperstor {sce Note 7} 23,726,923 26,291,799
Dividends receivable 2,250,000 2,250,000
Advances to officers and employees 1,849,050 462,029
Accounts with partners (see Motwe 7) 1,842,599 5,521,526
Others 5,370,650 3,449.056
85,715,462 103,689,703

Less allowanee for doubiful accounts 7,105,839 3,678,272
78,609,623 P100.011.426

Accounts with contract aperator represent the extess of proceeds from crude oil liftings over the amounts advanced by the
contrac) openator for the Company’s share in exploration, development and production expenditures relating w SC 14 as
mentioned in Note 2,

Accounts with partners represent the Company’s share in the exploration, development and production expenditures in the 5Cs
and GSECs mentioned in Nute 2 advanced by the Company. net of cash contributions.

Dividends receivable represents the Company's share in the dividends declared by Penta Holdings.

7 Intcrest in Jointly Controlled Assets

‘The Company's interest in the jointly controlled assets in the various 5Cs and GSECs and any liabilities incurred jointly with
the other venturers, as well as the refated revenues and expenses of the venture, which are included in the financial statements,

are as follows:

2006 2005
Current assets:
Receivables PF22,141,962 31,813,325
Noncurrent asscis;
Property and equipment - net
wells, platform and other (acilities 562,631,804 586,490,002
Less accumulated depletion, depreciation and amortization (292,484,613) (291,906,557)
270,147,191 294,583,445
Deferred il exploration costs 807,168,493 805,248,819
1,077,315,684 1.099,832.264
P1,099,457,646 11,131,645,58%
Current liabilities:
Trade and othe¢r payables 15,304,200 156,893,776
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2006 2005
fevenues:
Share in petroleum operations P147,043,008 P78,738,794
Forcign exchange gains (losses) - net 945,540 {648,551)
147,988,548 78,040,243
Share in cost and cxpenses:
Costs of petroleum operations
Prinbuction costs B9,132,887 51,459,342
Depletion 578,056 2,388,662
89,710,943 53,848,004
P58,277,605 P24,192,239

Property and Equipmeni

2006
Wells, Platfnrms and Other Facilites
SC14 Block G, I, Office Office
Tara, Libro, $C 14 Condominium furniture,
Galog, Verde Block A, Units and Transportation  fixwres and
and Deepwater Band B-1 Improvements equipment equipment Toual
Cost:
Ralances ot beginning of year 197,545,203  P288,944,799 F10,774,46) P6,035,308 P10,678,176  P613,977,947
Additions - - - 10,277,196 636,329 10,913,525
write-ofl {23,658,198) - - - - [23,8458,198)
Disposals - - - (6,035,308) (487.000) _ (6,522,308)
Balances at end of year 273,687,005 288,944,799 10,774,461 10,277,196 HKLH27,505 594,510,366
Accumulated depletion,
depreciation and amontization
Halances at beginning of year 12,285,641 279,620,916 9,688,818 6,035,308 9,926,822 317,557,505
Depletion, depredation and
amortization expense
for the year - 578,056 538,723 655,667 355,113 2,127,559
Disposals - - - (6.035.308) {487,000) {6,522,308)
Ralances at end of year 12,285,641 280,198,972 10,227,541 655,667 4,794,935 313,162,756
Net book value 261,401,364 8,745,827 P546,920 9,621,529 PI1,032,570  P28),348.2i0
2005
Wells, Platfurms and QOther lacilities
SCH Block C, D. Office Office
Tara, Libro, SC 14 Condominium furniture,
Galoc, Verle Rlock A, Unitsand ‘Transportation  fixtures and
and Deepwater Band -1 Improvements cquipment equipment Taual
Cost;
Ralances al beginning of yeas F294,462,37Y P288,9244,799 14,009,422 PG.B52,131 P10,066.668 1614315399
Addiions 3,082,824 - - 783,077 789,508 4,655,509
Reclassification 1o investment
property - - (3,234,961) - - {3.234,961)
Disposals = - - [1,600,000) ( §78,000} {1,778.000)
Balances at end of year 297,545,203 288,944,799 10,774,461 6,035,308 10,678,176 613,977,947
Accurutated depletion,
depreciation and amoriization
Balances a1 beginning of year 12.285.641 277,232,254 11,897,351 6,432,131 9,975,979 317,823.356
Depletion, depreciation and
amortization expense
for the vear - 2,388,662 700,471 1,203,177 128,843 4,421,153
Reclassification to invesiment
propery - - {2.909,004) - - (2.909,008)
Disposals - - - {1,600,000) {178,000) _ (1,778,000)
Balances a1 end of vear 12,285,641 279,620,916 9,688,618 6,035,308 9.926,822 317,557,505
Net book value 285,259,562 P9,323.883 1,085,642 - P751,354  P2196,420,442

ANNUAL REPORT M




Noles e Finandial Statements

As discussed in Note 2, 1he temparary suspensions of the production and operation activities in the Wesl Linapacan block raise
uncertainties as to the realization of deferred exploration costs which is dependent upon additional discoveries of oil reserves,
among others.

‘Ihe balance of wells, platforms and other Gacilities includes capitalized interest costs relating wr areas sill Tor further development

amounting w about P31 million in 2005.

9.

Investments in Associates

“The details uf investments in associates carried under the equity methad follow:

2006 2005
Acquisition cost.
PentaCapiral 1*158,648,939 P158,648,939
Penta Holdings 30,000,000 30,000,000
EPHI - 285.559,241
188,648,939 474,208,180
Accumulated equity in net earnings:
Balance at beginning of year 160,329,324 131,327.592
Equity in net caenings for the year 5,796,937 38,282,287
Accumulaved equity on dispused EPMI shares {151,438,128) -
Dividends received - [9,280,555)
Balance at end of year 14,688,133 160,324,324
Share in EPHI's revaluation increment on land
and land improvements:
Balance a1 beginning of year 294,860,608 294,860,608
Disposal of EI'HI shares {294,860,608) -
Balance at end of year - 294,860,608
*203,337,072 929,398,112

Following are the summarized financial infarmation of EPHIL PentaCapital and Penta Holdings (in thousands):

2006 2005
Penta Penta I'enja PPenia
EPHI  Capital  Hoidings Ei*i Capital  Holdings
Revenues 11,582,373 82,487 19,208 P 1,669,145 P73.171 905
Income before vther income
{expenses) 474,036 21,989 2129 528,944 17,092 17
Notincome 638,617 15,295 2,113 744,770 14,616 (18.078)
Total assets 21,295,963 528,517 381,884 19,448,815 530,922 352,357
Investments and advances 15,008,676 382,300 274,225 16,893,954 363,713 226.049
Propeny and equipment 39,246 39,333 - 49,270 45,158 -
Total liabilities 4,598,683 50,479 77 5,218,301 58.893 9
EI'HI

EIPHI was incorporated and registcred with the SEC on October 21, 1987 w0 acquire, own, develop, subdivide, sell, mortgage,
exchange, lease or hald for investment real estate of all kinds, EPHI' revenue consists primarily of its remal income from the
Jease af iis properties,

In lune and July 2006, investments in EPHI were sold through the local siock exchange 3t one (#1.00) peso per shase. 11 resulted
to a loss on disposal of shares of 195.6 million.

PentaCapital

PemaCapital is a domestic investment house incorporated and sepistered with the SEC on September 8, 1993 PentaCapital
offers comprebensive financial products and investment aliernatives 10 clients; sponsors and fadlitates capital formation from
both damestic and foreign sources for the creation, expansion and modernization of commercial, industrial and agriculwral
enterprises; provides financial, technical, managerial and adminisirative assistance in the acquisition of ownership over
investments, shares and securitics; and engages in general financial and secunies brokerage/dealership. entaCapital’s income
consists mainly of syndication, consullancy and professional fees.
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In 2006, the report of independent auditors on PentaCapital's financial statements were qualified due to the following:

a. Determination of the amount of retirement expense and its tequired disclosures were not ascenained due 1o the absence of
an actuarial valuation;

b. Accrual for accumulated vacation and sick leave credits was not booked which would have resulted to the decrease in net
income of 285,523 in 2006;

¢ Nonimpairinent testing of investment in associates, luans and receivables;

d. Inability of PemaCapital 10 account for the beginning balances and goodwill of its investment in subsidiaries using the
equity method;

e. Inability of PentaCapital 1o account for the increase in other assets and retained earnings amounting to P5,589.306;

f. Adjustment in 2006 for the effects of the adoption of PAS 40, Investment Property, by a credit (o current opernions of
7,569,576, net of deferred income tax and depreciation from January |, 2004; and

g. Accumulated net foreign exchange losses periaining to prior years were charged 1o current operations. Net income would
have been decreased by 1'876,761 in 2006.

In 2005 and 2004, the reports of other auditors on PentaCapital’s financial statements were qualified due to the foltowing:

a. Nonrecognilion of the assumption of past due receivables from 2 certain customer of PentaCapital Finance Comporation,
a subsidiary, amounting 10 1.0 million in 2005 and #2.5 million in 2004;

b. Nonrecognition of provision for probable losses on past due loan to a centain entity amounting to P0.6 million and
2.2 million, net of possible cullection, in 2005 and 2004, respectivety,

¢. Recognition of managemem fee when cash is received rather than when earned resulting to vversiatemen of income
recopnized by P1.6 million in 2005 and P2.3 million in 2004;

d. Direct charge to retained earnings of current year expenses amounting to 1.4 million in 2005; and

e. Nonimpairment testing of goodwill acquired in a business combination amounting to P10.5 million as of December 31,
2005 and 2004.

The net effect of the above matters would have decreased PentaCapital’s net income by P21.7 million in 2006 and r'7.5 million
in 2005, net of 1ax effeq, had PemaCapital followed PFRS. For purposes of applying the equity method of accounting, the
Company adjusied the financial statements of PenraCapital 10 conforn with generally accepted accounting principles. ‘The
adjustment decreased the Company's net income by P8.7 million and 3.0 million in 2006 and 2005, respectively, and increased
net loss by 6.8 million in 2004,

‘The adjustments on PentaCapital's accumulated equity in net earnings and correspondingly on the Company's investment and
equity in the net carnings of PentaCapital have no effect on the taxable income of current and prior years.

Penta_Holdings
Penta Holdings was incorporated on [une 26, 1996 primarily to engage in various real estate, financizl and securities trarsaciions.
I'emia Huldings' revenues consist mainly of interest income (rom short-term investments.

Lindistributed Earnings of Assuciates

The undistributed earnings of assuciates incuded in the Company’s retained earnings amounting 10 P14.7 million in 2006
and F160.3 million in 2005, based on their financia) statements, are nol curremly available for distribution as dividends unless
declared by the associates.
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10,  Available-For-Sale Investments
‘The details of available-for-sale investments in 2006 are as follows:
Cust Fair Value
Atlas Consolidated Mining and Developmem Corporation 101,061,306 30,295,942
APHC - A 49,095,645 55,858,880
United Paragon Mining Corporatian (UPMC) - A 12,803,152 5,452,970
Valcan Industrial & Mining Corporation (VIMC) - A 12,115,952 13,153,694
Fil-Iistate Land, Inc. 10,423,888 3,319,552
Camp John Hay Golf Club, inc. 10,200,007 5,100,000
South China Resources, fnc. 2,775,235 2,156,948
Others 12,473,961 12,803,893
P210,949,146 128,141,879
The details of available-for-salc investments in 2005 are as follows:
Cost Fair Value
Ailas Consulidated Mining and Development Corporation F101,061.306 118,115,099
APHC - A 49,095.645 42,392,900
Vulcan Industrial & Mining Corporation {VIMC) - A 16,061,971 4,110,004
United Paragon Mining Corporation (LIPMC) - A 12,803,152 1,893,393
Fil-Es1ate 1and, Inc, 10,423,888 2,489,664
Camyp john Hay Goll Club, Inc. 10,200,007 2,805,000
South China Resources, Inc. 2,775,235 1,334,195
Onhers 11,871,105 11,414,714
214,292,309 1’84,555,279
Uncealized valuation gains on AFS investments recognized in equity 2mounted 10 1'46.9 million and P28.7 million in 2006 and
2005, respectively. Gain realized from the sate of AFS investments amounied o PO.7 million in 2006.
1. Delerred Oil Explaration Costs
The balance of deferred oil cxplosation costs includes capitalized interest costs amounting to £3.3 million in 2005.
The full recovery of the deferred ail exploration costs incurred in connection with the Company's participation in the acquisition,
exploration of pesteum concessions is dependent upan the discovery of ol and gas in commercia) guamities from the respective
petroleum concessions and the success of the future development thereof.
As discussed in Note 2, the Company no longer sees any technical justification to participate in any exploration activity in -
SW Palawan block, n view of this, the Company made a provision for probable lusses on the exploration aciivity in the area
amounting tv 4.6 million in 2005,
In 2004, the Company pruvided for probable losses on the deferred oil exploration costs related o GSEC 75 amounting to
137.5 million.
12.  Investment Properties
Investment properties pertain t office property held by the Company for lease. Depreciation expense for invesiment properties
amounted 10 0.2 million in 2006.
13.  lLoans Payable

Loans payable pertains to the Company’s loan with Rizal Commenrcial Banking Corporation (RCRC) with a balance amounting
1© P21.4 million and P28.2 million as of Decomber 31, 2006 and 2005, respectively. In 2006, the loans with RCBC were
redenominated from US Dollacs o Philippine pesos which resulted to a gain recognized by the Company amounting o
I'1.0 million. On February 15, 2007, the Company fully seuled its luans payable with RCRC.

Interest on the RCAG tnan is computed based on prevailing bank rate at 11% in 2006 and 2005.
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14,

Trade and Other Payables

2006 2905

Trade (sce MNue 7) £14,204,857 1'55,568,649
Accrued interest (see Notes 13, 5 and 18) 14,913,802 47,576,669
Accounts with partners (see Note 7) - 12,911,786
Orhers 1,877,677 2,128,633
P30,996,336 118,185,737

Accounts with partners represent the Company’s share in the expleration, development and production expenditures in the
$Cs and GSECs memioned in Note 2, advanced for the Company by other patiners. net of cash payments.

15.

Long-term Debt

2006 2005

Metropolitan Rank and Trust Co. {MBTC) P55,724,515 P59,987,965
PentaCapital (see Nute 18) 25,000,000 25,000,000
PB0,724,515 184,987,965

On December 27, 2002, the Company and MBTC entered Inlo an agreement to tefinance the maturing shott-tlerm loan on
December 26, 2002 amounting to PGO.Q milfion. As appruved by MBTC's Executive Committee, the shori-term loan was
converied into a five-year loan, inclusive of a six-month grace peried on principal repayments. The principal will be paid in
cighteen cqual quarterly installments of 3.3 million commencing at the end of the 9th month from the drawdown date. The
weem loan is fully secured by certain propeniies of a related company,

Interest will be at the prevailing tending rate. MBTC waived the commitment fees and pre-payment penaities on the loan. In
2003, the Company was unable 1o pay the two principal installiments due on September 26, 2003 and December 26, 2003
amounting to P6.6 million and has difficulty paying interesis accruing on the principal loan balance. Accordingly. the whole
amaount of the loan was classified as curreni.

On November 22, 2006, MBTC agreed o amend the ferms and conditions of the Company's outstanding obligation. Based an
the amended terms of the loan, interest rate shall be reduced from 12.5% to 10% for remaining term of the loan. In addition,
the MBIC and 1he Company agseed 1hat the Company shall pay 3 mombly principal amornization of 11,0 million (tom
November 2006 1o November 2007 and make a balloon paymeni of P44.7 million at the end of the 1erm, December 26, 2007,

In December 2004, the Company entercd into an agreement with PentaCapital w obiain a toan amounting 1o #85.0 million
which was subsequcnily reduced to £50.0 million. ‘The wotal loan drawn is payable un or before lanuary 15, 2006 and bears
interest of 159 per annum fir the first drawdown and is subject wr monthly repricing beginning February 15, 2005. On
lanuary 15, 2006. the Company and PeniaCapital rencwed the Joan for one year 1o malure on tanuary 15, 2007, The Yoan is
secured by a pledge of the shases of stock of PertaCapital and Penta Holdings owned by the Company. As ol December 31, 2006,
the Company had drawn 1250 nillion from this (acility. Subsequently, on January 15, 2007, the Company and PeriaCapital
agreed w re-extend the [oan for one year mawring on larvary 10, 2008,

Equity

Details of the Company’s capital stock are as follows:

2006 2005
Number Number
of Shares Amount of Shases Amount
Common 155,000,000,000 P1,550,000,000 - pP-
Class A ~ - 930,000,000 930,000,000
Class B - - 620,000,000 620,000,000

155,000,000,000  P1,550,000,000 1.550.000.000 F*1,550,000,000

On March 22, 2006, the BOD amended its Articles of Incorporation 1o declassify its shares of swock and to change the
par value of the Company’s shares of stock from *1.00 per share 10 F0.01 per share which was granted by SEC on
November 29, 2006. I'rior to the amendment, the Company had two classes of shages that enjoy the same rights and privileges
except that Class A shates shall be issued solely w hilippine nationals white Class 1§ shares moy be issued w either Philippine
or foreign nationals. The Company's capital stock’s most recent registration with the Philippine Stock Exchange was on
January 27, 1994. The Company has a total of 10,587 shareholders in 2006 and 10,933 shareholders in 2005,
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‘e derails and changes in the Company's issued and subscribed shares follow:

2006 2005
Number Number
of Shares Amount of Shares Amount
Issucd:
Common
Declassification of shares 148,207,332,500 1,482,073,379 - P-
Issuance uf shares 4,555,948,200 45,559,482 - -
falances at end of year 152,763,286,100 1,527,632,80! - -
Commuon Class A
Ralances at beginning of year 862,934,428 882,934,428 882,927,891 P882,927,89]
Declassification of shares (882,934,428) (882,934,428} - -
lssuance of shares - - 6,537 6,537
Balances a1 end of year - - £82,934,428 882,934,428
Commuon Class B
Balances av beginning of year 599,138,953 599,134,951 599,138,951 599,138,951
Declassification of shares (599,138,951} (599,138,951} - -
Bakances at end of year - - 599,138,951 599,138,951
152,763,186,100  Pi,527,632,861 1,482,073,379 PL482,073,379
2006 2005
Numbher Number
of Shares Amount of Shares Amount
Subscribed:
Common
Declassification of shares 5,287,063,700 152,870,637 - P
Issuance of shares (4,555,948,200) (45.559,482) - ~
Ralances at end of year 731,115,500 7.311,155 - -
Common Class A
Balance at heginning of year 35,633,275 35,633,275 35,632.812 35,639,812
Declassification of shases (35,633,275) (35,633,275) - -
Lssuance of shiates - - {6,537} {6,537}
Balkance at end of year - - 35,633,275 35,633,275
Cumron Class #
Balances at beginning of year 17,237,362 17,237,362 17,237,362 17,237,362
Declassification of shares (17.237,362) {17,237,362) - -
Balances a end of year - - 17,237,362 17,237,362
731,115,500 P7.311,155 52,870,637 $52,870,637

In May 2006, the Company and VIMC emered into a decd of absolute assignmem whereby VIMC assigned and wansferred
40,712,557 of the Company’s shares vwned by VIMC back w the Company by way of dacion en pago in seulement of the

VIMCs obligation 10 the Company amounting 1o P40,712,557,

In the same year, the Company sold the shares received from VIMC through a stock broker for about P42.3 million. The excess
of the proceeds over ihe cost of the said shares amounting 10 P1.6 miltion was recagnized as paid in capital from sale of treasury

shares part of equity.

17.

Income (Loss) Per Share

2006 2005 2004
Net income (loss) (P175,766,114) F2,744,795  (I308.281.512)
Weighted average number of issued and
subscribed shares 153,494,401,600 1,534,944,016 1,534,944,016
Ingome Joss) per share {r0.0011) PO.0018 (#0.2008)

There are no potential common stock issued during the years ended December 31, 2006, 2005 and 2004 that could have 2
dilutive ¢ffea on the income {loss) per share computarion.
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18.  Related Party Disclosures

The Company, in the normal caurse of business, has transactions with retated pariies (companies with common shareholders)
which principally consist of foans and cash advances. Interest income related to receivables from related pasties amounted o
P4.2 million in 2006, 5.1 million in 2005 and P3.0 million in 2004. Interest income related 1o receivables from shareholders
amounted 1o £1,.3 million in 2006, 4.4 million in 2005 and 2004, Interest expense related to advances fron shareholders
amounted 1o P3.0 million in 2006, 2005 and 2004, Interest expense related o Inans {from associates amounted to P3.5 million
in 2006, 6.3 million in 2005 and P9.9 million in 2004. Intercst expense relatcd o loans from related parties amounted to
104 million in 2006, 1*28.3 million in 2005 and P2.5 million in 2004.

a. Amounts due from related pariies are summarized as follows:

Advanges to Accrued
Related Companies Interest Receivahles

Relationship 2006 2005 2006 2005

HrMC Under common comtrol 27,669,463 r26,677,076 P29,256,44%  I'25,760.217

VIMC Shareholder 1,397,559 24,179,100 1,575,077 18,176,672

Fil-Energy Corporation Under common control 4,753,762 14,251,893 16,166,435 18,100,126

Ocean Composite Yachu, Inc. (OCY1) Linder common control 4,500,000 4,500,000 2,955,344 2,955,344
Pacific Rim Fxpon Holdings, Cotp.

{Primex) Undet comman control 1,114,118 1.114.118 722,935 722,935

Others 1,031,278 1,072,359 - -

40,466,180 71,794,552 50,676,240 63,715,295

1.ess allowance for doubiful accounts 5,614,118 5,614,118 3,678,279 3,678,279

P34,852,062 P66,180,434 P46,997.961  I'62,037.016

Management belicves thar the full amount of reccivables lrom OCYI and Primex are no longer collectible, Accordingly, 1he
Company fully provided for its 1o1al receivables from OCY! and Primex in 2002.

b. Amounts due to related companies 2re sumimarized as follows:

Advances froin

Long-term Debt Related Companies

Relalionship 2006 2005 2006 2005
PentaCapital Associgte 125,000,000  P25,000.000 r- p-
Eutonote Profits Lid. LInder common conurol - - 25,740,750 218,085,589
AlPHC Under cominen contro} - - 6,619,275 4,190,620
Alakor Corporation Sharcholder - - 43,199 43,199
MNational Bookstore, Inc. Sharchalder - - - 32,221,956
Shareholders and others - - 3,054,250 3,054,250

P25,000,000 25,000,000 P35,457,474 1'257,595,614

Loans and advances from related companies bear interest a1 12% - 21% per annum.

‘The compensation of key managemem personnel of the Company follows:

2006 2005
Short-terim employee benefits P5,109,053 F9.595.510)
"ast-employment benefits 13,360,580 10,859,550
118,469,633 120,455,060
19.  Share in Costs and Operating Expenses

2006 2005 2004
Petroleum operations (see Note 2} P85,735,453 139,390,852 r25,839,824
I'ersonnel (sce Note 2§) 3,397,434 8,952,083 555,707
Outside services - 3,316,407 -

Depletion and depreciation and amurtization
{see Nute 8) 578,056 2,388,662 1639111
P89,710,943 P53,848,004 128,034,642
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20.  General and Administrative Expenses

2006 2005 2004
Personnel (see Nute 21) 19,792,786 049,325,981 16,799,536
Qutside services 3,458,656 2,824,104 478,840
Provision for doubtful accounts 3,427,560 - -
Transportation and iravel 2,424,009 1,171,731 310,324
Dues and subscriptions 1,943,983 1,758,587 1,566,132
Repairs and maintenance 1,825,623 190,711 340,675
Lhilinies 1,819,837 1,598,697 1,549,514

Depletion and depreciation and amortization
{sev Netc 8) 1,714,251 2,032,401 1,874,957
Enterlainment, amusement and recreation 931,949 429,00 60,072
Taxes and licenses 823,608 854,624 423,262
Supplies 358,521 1,020,562 122,264
Insurance 212,916 123,305 169,621
Advertising 32,499 43,225 57,480
QOthers 1,112,366 1,280,712 1,180,276
129,875,565 23,083,826 14,932,953

21.  Tersonnel Expenscs

20006 2005 2004
Salaries and wages 10,066,479 15,114,957 15,120,929
Employees benefits (Note 22) 2,785,384 2,855,300 1,948,748
Sucial expenses 338,357 307.307 285,565
P13,190,220 I18,278,064 17,355,242

22, Pension Plan

The Company has a defined benefit pension plan covering substantially all of its emplayees, which require contributions to
be made 1o separately administered funds.

The following tables summarize the components of net pension expense recugnized in the statements of income, the funded
status and amounts recognized in the balance sheets for the plan.

Net pension expensit
2006 2005 2004
Current service Cost 651,026 P571,075 500,243
Interest cost on benefin obligation 1,615,256 1,809,839 1,541,962
Expected return on plan pssets (882,961) {1.085,075) {1.014,292)
Unrecognized plan assets due tw ceiling - - {272,945)
Net pension expense 1,383,321 P1,205.839 1755,668
Aciual return on plan assens 11,495,347 11,244,357 11,014,292
Pengion linbility
2000 2005
Defined benefit ubligation P28,129,500 F11.537.548
Fair value of plan assets 13,532,362 11.037.015
14,597,138 500,533
Unrecopnized actuarial gains (losses) (13,554,002) 159,282
1,043,136 PG52.815
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Changes in the present value of the defined benefit obligation are as follows:

2006 2005
Opening defined benehit obligation P11,537,548 12,927,419
Actuarial boss due to:
Change in assumptions 12,124,848 -
lixperience adjustiments 2,200,822 -
Inteeest cost 1,615,256 1,809,839
Current service cost 651,026 571,075
Bencfits paid - {3,770,785)
Closing defined benefit obligntion 128,129,500 P'11,537,548
Actuarial loss due to experience adjustments in 2006 amounted 1o P2.2 million.
Changes in the {air value of plan axsets are as fotlows:
2006 2005
Opening fair value of assets P11,037,015 13,563,441
Aauat contribulions 1,000,000 -
Expucted retarn 882,961 1,085,075
Actuarial gains 612,386 159,282
Benefits paid - (3.770,785)
Closing fair value of plan assets P13,532,362 P11,037.015

The Company expects t conuribute P L6 million w its defined benefit pension plan in 2007,

“The majuor categuries of plan assets as a percentage of the fair value of woral plan assets are as follows:

2006 2005
Deposits in banks -% 196
Fixed income securitics 98% 97%
Others % i1
Towal 100% 1009

"The principal assumptions used in detcrmining pensien liability for the Company’s plans as of lanuary 1 arc shown below:

2006 25
Discount rate 14% 14%
Invesunen yield 8% B%
Salary increase 0% 10%

As of December 31, 2006, the Company used a discount rve of 7%,

The overall expecied rale of return on asseis is determined based on the marker prices prevailing on that dase, applicable 10 the
period over which the obligation is 10 be settled.

23.  Income Taxes

The provision for incom 1ax consists of:

2006 2005 2004

Manr 11,302,294 P750,895 £400,649
Fimal 1axes un stock transactions 1,290,270 - -
Final taxes on interest income 53,521 13,512 1,417
*2,646,085 P764,407 r402,066
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A reconciliation of income 1ax expense applicahle 10 income {loss) before income 1ax a1 the statutary income tax rale 10 the

provision for incomg tax follows:

2006 2005
Lacome tax av siatutory raie {P60.592,010) P 1,140,491
Add [deduct) 1ax effects of:

Loss on dispusal of EPHI shares (see Note 9) 68,201,000 -

xpired net operating Joss carryover (NOLCO) and MCIT 20,741,458 11,373,820

Unrecognized deferred income tax assets (18,327,963} 7.018.757
Equity in net earnings of associates (2.028,928) (12,441,743)
Dividend income not subjeat 1o income tax (6.825} (341)
Chaunge in tax rate - (5.079.437)
Others (5,340,647) {1,247.110)

12,646,085 P764,407

Deferred incumie 1ax assets on the following items have ot been recognized as management believes that it is more likely that

these will net be recavered through futere operaions:

10006 2005

NOILCO 120,603,167 41,248,755
Prowision for probable losses 14,729,866 14,729,866
Allowance for doubtful accounts 4,451,985 1,252,339
MCIT 2,453,838 1,247,414
Pension liability 365,098 453,543
42,603,954 F60,931,N7

As of December 31, 2005, NOLCO and MCIT that can be chiimed as deduction from future 1axable income or used as deduction

against future income tax Habilities, respeciively, follows:

Yeat incurred Expiry date NOLCO MCTT
2004 2007 P26,107,225 1*400.649
2005 2008 32.758.966 750,895
2006 200% - 1,302,294
158,866,191 12,453,838
The movements in NOLCO and MCTE follow:
NOLCO 20006 2005
Reginning balance 117,853,585 PI132,925
Additions - 32,758,966
Application {45,808,073) -
Lxpirations (43,179,311) (34,038,306)
Ending batance P53,866,191 P117.853,585
MCIT 20106 2005
Beginning balance P1,247,414 PRO7.890
Additions 1,302,294 750,845
Expiration [(95.870) {311,371)
Ending balance 12,453,838 111,247,414

Republic Act {RA) No. 9337 was enacied into law effective November 1, 2006 amending various provisions in the existing
1997 National Internal Revenue Code of the Philippines {NFRCI'). Among uthers, the reforms introduced by the said RA are

as follows:

+ Increase in the corporate income tax rate from 3296 o 359, with a reduction thereof 10 30% begioning Janvary 3, 2009;

« Expanded the scope of transactions subject 1o VAT which includes the sate of generated power, excluding those generated

through rencwable sources of energy:

+  Gram of authority to the Philippine President o increase the 10% VAT rate o 12 %, effective lanuary |, 2006, subjeat to

compliance with certain ecomomic conditions;

+  Revised invoicing and reporting requirements for VAT,

E The Philodrili Corparation




Notes o Finuncial Saements

« Provided (hresholds and limitation on the amount of VAT credits that can be clainied; and

« Increase in the percentage reduction of interest expense or deduction from 38% to 429% of interest income subjected 1o final
tax, with a reduction thereol 10 33% beginning January 1, 2009,

Due to the enactment of RA Nu. 9337, the effective statutory income tax rates as of December 31, 2006 and 2005 are at 35% and
32,5%, respeciively. The deferred income tax assets as of December 31, 2006 were measured using the appropriate corporate
income 13% rates on the years these are expecied 10 be reversed or settled.

On January 31, 2006, the Burcau of Internal Revenue issued Revenue Memorandum Circular No. 7-2006 increasing the VAT
rate from 10% to 12% effective February 1, 2006.

RA No. 9361 was cnacted into law effective December 13, 2006, amending Section 110B of the 1997 NIRCP and abolishing
the limitation on the amoum of VAT credits thar can be claimed.

24.

Financial Risk Management Objectives and Policies

The Company's principat financial instruments comprise of cash and cash equivalents, AFS investments, advances 1o and from
related companies, loans payable and long-term debt. The main purpose of these financial instruments is (o raise funds for
the Company’s operations. The Company has various other financial assets and liabilities such as trade receivables and rade
payables, which arise directly from its operations,

1t is, and has been throughout the year under review, the Company's policy that no trading in financial instruments shall be
undertaken,

"the main risks arising from the Company’s financial instrumenis are liquidity risk, foreign currency risk, credit risk and interest
rate risks. The BOD reviews and agrees policies for managing each of these risks and they are summarized below.

Liquidity Risk
‘The Company's abjective is to maimtain a balance between continuity of funding and Mexibility through the use of toans and
advances from related companies.

Foreign Cunency Risk
‘The Company has transactional currency exposutes. Such exposure arises from petroleum operations denominated in US
dollars.

Fhie Company lollows a policy to manage its currency risk by closely monitoring its cash flow position.

Credit Risk

The Company's principal credit risk is its dependence on one customer. In the event of any law or regulations or as a result of
such law or regulation, the interest of the Company might be materially reduced, prejudiced ur severely affecied. The Company's
maximum exposure 1o credit risk s equal to the carrying amount of the aceounts with contract nperator.

With respect 1 credit risk arising from the other financial assets of the Company, which comprise of cash and cash equivalens,
available-for-sale financial assets and advances (o related partics, the Company's exposure ta credit risk arises from default of
the counterparty, with a2 maximum exposure equal to the carrying amount of these instrunients.

biterest Rate Risk

‘The Company's exposuse to the risk for changes in market interest cates rclates primarily 1o the Company’s loans payable and
lung-term debt obligations with fixed interest raes,

‘I'he Company dues not use interest rate swaps to hedge its fatr value intercst raie risk exposure.
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25.  Fair Value of Financial Instruments

The carrying vatues and fair values of the Company’s financial instruments as of December 31, 2006 and 2005 are as follows
(in millivns):

2006 2005
Carrying Carrying
Amount Fair Value Amount air Value
Financial asscts:
Cash and cash equivalems rs5.2 r5.2 r8.7 r8.7
Receivables 78.6 78.6 100.0 00,0
Advances to related companics 349 349 66.2 66.2
AFS investmemts 128.1 128.1 B4.6 84.6
Financial liabitities:
Trade and ovher payables 3.0 ho 118.2 118.2
loans payable and cureent portion
of lung wrm debt 2.1 102.1 113.2 113.2
Advances lrom related companics 35.5 35.5 257.0 257.6
CGiher financiatl liabilitics 6.7 6.7 6.7 6.7

Fair Value of Financial Instruments

Fair value is defined as the amount a8 which the financial instrument could be exchanged in 4 current iransaction between
knowledgeable willing parties inan arm’s lengtl transiction, other than in 3 forced liquidaion or sale. Eair values are obtained
from quored market prices, discounted cash flow medels and opiion pricing modcls, as appropriae,

The following methods and assumptions are used o estimate the fair value of each class of financial instruments:

Cash and cash eynivelenss, reeeivaties, advances o and from selated compasties, mude and other payables, {ouns papable amd cirrent portion
af fong-term dubt and other finaneief labilities

The carrying amount of cash and cash equivalents, receivables, advances (o and from related companies. trade and other
payables, lnans payable and current portion of long:-term debt and other financial liabilities approximate fair value due w the
telatively short-term maurity of these financial instruments.,

AFS burestmens
The fair values of the AFS invesiments are based on quoted market prices.

26.  Supplemental Information on Statements of Cash Flows

Noncash investing and financing activities include:

b.

Settlement of advances to relaied parties amounting 40,7 millien in exchange for the Company’s own shares in 2006,
Seufement of DBI foans and interest of #64.8 millinn and #17.8 million, respectively, fram the proceeds of the dispusal ol
£PHI shares with a carrying value of P274.7 million and noncurrent markelable securities with a cost of P37.5 million in
2004;

Restruciuring of interest on LICPR loans as principal of P'11.2 million in 2004;

. Payment of the PentaCapital Loan and interest in 2004 by a related pary of 1'68.4 million and 1.2 million, respectively;

and

Offsetiing of accounts with related parties of £3.8 million in 2004.
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